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MANAGEMENT’S DISCUSSION AND ANALYSIS OF THE COMPANY’S FINANCIAL 
CONDITION AND RESULTS OF OPERATIONS 


Overview 


Agnico-Eagle Mines Limited is an intermediate-sized gold producer centered in one of the mining 
industry’s most favorable political and regulatory environments in the world: Quebec, Canada. In its over 30 year 
history, Agnico-Eagle has never hedged away increases in the price of gold. Our LaRonde Mine is a proven gold 
producer with a long reserve life. We have amassed a large land position in one of the most prolific gold 
producing regions and we have the cash resources and experience to grow reserves and create a multi-mine 
platform. 


The most important driver of financial performance for Agnico-Eagle is the spot price of gold. As we have 
never sold gold forward, we are positioned to benefit from rising gold prices. Due to the poly-metallic nature of 
the LaRonde orebody, spot prices of silver, copper and zinc are also key drivers of financial performance. Since 
the sale of these byproduct metals is important to both revenue and production costs per ounce, we occasionally 
implement hedging strategies to mitigate the effects of fluctuating prices. We have never sold gold forward 
because we believe that low-cost production is the best protection against decreasing gold prices. The US$/C$ 
exchange rate is an important financial driver to achieving low-cost production as practically all our operating 
costs are paid in Canadian dollars. As such, we also use hedging strategies to mitigate the impact of fluctuating 
exchange rates on our per ounce production costs. 


In the last two years, we have encountered some operational challenges at LaRonde. We have fallen short 
of our production targets due to expansion related problems in 2002 and a rock-fall and production drilling 
challenges in 2003. However, with the expansion now complete and the implementation of a more focused and 
more conservative mining plan, we believe we have reduced mining risk and are well positioned to profit from 
higher gold and by-product metal prices. The production challenges of the past few years have accentuated the 
risks of reliance on the LaRonde Mine. Our strategy over the next few years will be to reduce our dependence 
on LaRonde as our sole source of production while still taking advantage of the mine’s personnel and 
infrastructure. Our strategy envisions the development of multiple mines within a short distance of LaRonde 
with growing reserves and increasing production in one of the most mining friendly areas of the world. With our 
Lapa property only 7 miles away, and our Goldex property only 35 miles away, and with over 2.8 million ounces 
of cumulative gold reserves on these properties, we feel we can achieve long term-growth while capitalizing on 
internal synergies. Our strategy is to capitalize on these opportunities by using the expertise of the LaRonde 
team, the mine’s large processing capacity and the Company’s large pool of available tax deductions. 


While regional expansion represents the core of our strategy, we continue to seek growth opportunities 
elsewhere. Our focus will be on politically stable regions and on situations where the expertise developed at 
LaRonde can add value. 


We anticipate that LaRonde will generate strong free cash flow in 2004 and, coupled with our strong 
working capital position and completely undrawn credit facility, we are in a strong position to achieve our growth 
strategy. With a world class mine and promising properties in a mining friendly environment, we believe we can 
build per share value by focusing on these assets while retaining full leverage to rising gold prices. 


Highlights 


In 2003, an operationally challenging year, we produced 236,653 ounces of gold which was well below our 
original production target of 375,000 ounces. In the first quarter of 2003, we experienced a rock-fall at the 
LaRonde Mine in Quebec which forced us to change our mining sequence resulting in a delay in the extraction 
of higher grade gold mining blocks from the lower part of the mine. The effects of the rock-fall continued to 
adversely affect production in the second quarter. In the third quarter we faced production drilling challenges 
and realized lower than planned recoveries in the mill. 


Despite these challenges, we achieved significant improvements in operating performance in the fourth 
quarter of 2003 as 73% of ore production came from the lower level mining horizon. This mining horizon 
contains ore that has substantially higher gold grades than that of the upper mine and is also substantially richer 
in copper. Onsite operating costs showed a steady improvement during the quarter and we were also able to 


begin accumulating a surface ore stockpile which will mitigate the inherent risks associated with mining and will 
act as a source of ore should unforeseen events, such as those we faced in 2003, affect mining operations. 


The operational challenges in 2003 led to a net loss of $7.5 million or $0.17 per share compared to income 
of $13.2 million or $0.07 per share in 2002. Total cash operating costs to produce an ounce of gold were $269 for 
2003 which was above our original estimate of $125 per ounce and above 2002 total cash operating costs of 
$182 per ounce. Total cash operating costs is a non-GAAP measure and is explained in “Results of 
Operations — Production Costs.” Lower production, higher operating costs, and the stronger Canadian dollar 
were the major contributors to the increased cost per ounce. Other factors that contributed to the 2003 net loss 
were increased exploration expenditures resulting from the work conducted on the Lapa property, increased 
amortization, increased interest expense as no interest was capitalized in the current year, increased 
administrative expenditures and the fact that in 2002, we had a one time gain from the settlement of our senior 
convertible notes. 


In the fourth quarter, as a result of operational improvements, we achieved net earnings of $5.3 million or 
$0.06 cents per share compared to earnings of $3.4 million or $(0.06) per share in the fourth quarter of 2002. 
Compared to 2002, we produced 7% fewer ounces in the fourth quarter of 2003, however revenue increased 
32% driven by increased gold and byproduct metal prices. Fourth quarter 2003 earnings also reflected a higher 
tax recovery than the fourth quarter of 2002. Total cash operating costs in the fourth quarter of 2003 increased to 
$220 per ounce of gold produced from $198 in the same period of 2002 due to lower gold production and a 
stronger Canadian dollar, offset by higher byproduct revenue. 


We ended the year with over $140 million in working capital, which includes $110 million in cash. Despite 
the production difficulties, stronger gold and byproduct prices helped the Company generate positive operating 
cash flow (before working capital changes) of $5 million in 2003. Operating cash flow was well below 2002 levels 
of $21 million due mainly to the operational challenges and stronger Canadian dollar, offset by increased metal 
prices. In the fourth quarter of 2003, we generated $7 million of operating cash flow compared to $4 million in 
the fourth quarter of 2002. The increase was mainly due to increased metal prices offset somewhat by the 
stronger Canadian dollar. 


2003 brought exploration success which culminated in record year-end gold reserves of 7.9 million ounces. 
At LaRonde, not only did we replace 2003 production, but we also increased gold reserves by an additional one 
million ounces from four to five million ounces of gold. At Lapa, located only 7 miles east of LaRonde, the 2003 
drilling program led to a conversion of 1.2 million ounces of gold resource into reserves. At Goldex, located 
35 miles east of LaRonde, a new geological model and an independent engineering review led to a year end 
reserve of 1.6 million ounces of gold. A summary of our year end mineral reserve position can be found on 
page 19. Driven by this exploration success, the Company also acquired more property along the prolific 
Cadillac-Bousquet gold belt and the Cadillac-Larder Lake Break immediately to the south. 


By the end of 2003, we had addressed LaRonde’s operational problems. By the end of the year, we 
implemented a focused, more conservative mining plan and we ended the year with available cash resources of 
$210 million, which includes $100 million available under our revolving bank facility. We now look forward to 
2004 with a renewed focus on implementing our growth strategy. 


2004 Outlook 


For 2004, we expect to produce 300,000 ounces of gold at total cash operating costs ranging between $155 and 
$165 per ounce. The estimated decline in total cash operating costs is due to the elimination of the El Coco royalty 
and projected increase in gold and byproduct metal production. Our estimated silver and byproduct copper and zinc 
production, along with metal price assumptions and sensitivities, can be found in “Results of Operations — 
Production costs”. At an estimated $340 gold price and US$/C$ exchange rate of $1.30, we expect to generate strong 
operating cash flow which we will use to fund capital additions at LaRonde and the continued development of our 
promising Lapa and Goldex properties. 


Results of Operations 
Revenues from Mining Operations 


In 2003, revenue from mining operations increased 18% to $127 million from $108 million in 2002. The 
majority of our revenue is derived from precious metal sales. Sales of gold and silver typically account for more 
than 80% of Agnico-Eagle’s revenue. Revenues from mining operations are accounted for net of related 
smelting, refining and other charges. In 2003, precious metal sales accounted for 84% of revenue, down, slightly 
from 87% in 2002. This slight decrease over 2002 was due to surging metal prices in the latter half of the year for 
byproduct copper and zinc. In 2004, we anticipate precious metal sales to account for 80% of overall revenue. 
The table below summarizes net revenue by metal: 


2003 2002 % Change 
GIS GRETA yes Nir ein ee a Gee ne aR a $ 85,566 $ 80,177 7% 
VCR Pe Fase Lae mee raeele ditt ore, Mea MEY Bx 20,584 14,115 46% 
Opies tee. Bert). eka ae RY, Berea, 6,452 (1,027) 728% 
OPA MLS ROEM, ket aes ie RE TY, 14,218 14,516 (2)% 


$126,820 $107,781 18% 


The increase in gold revenue was due to an 18% increase in realized prices offset by a 9% decrease in gold 
production. Revenues benefited from a 28% increase in silver production and a 10% increase in realized silver 
prices. Copper production increased by 126% while copper prices realized increased 17%. In 2002, net copper 
revenue had a negative effect on total revenue due to historically low copper prices not being sufficient to 
recover the smelting, refining and transportation charges. However, since a majority of the gold ounces we 
recover is contained in our copper concentrate, this negative net revenue represents a necessary cost of 
producing gold. Finally, zinc production declined 7% while realized zinc price increased 12% leaving net zinc 
revenue essentially unchanged. 


Decreased gold production in 2003 was due to a number of factors. In the first quarter of 2003, we 
experienced a rock-fall which delayed extraction of higher grade gold mining blocks from the lower part of the 
mine. The affected area stabilized on its own and we were able to recover and process most of the ore. We filled 
the affected area with cemented rock fill and paste fill to further stabilize the area, and reduced the widths of 
certain mining blocks to accelerate the establishment of the pyramidal mining sequence. Due to the remedial 
work conducted in this area, we reduced tonnage from the gold/copper rich lower levels and replaced it with 
tonnage from the upper zinc/silver rich areas of the mine. This resequencing of production led to increased silver 
production for 2003. For 2004, most of the production will come from secondary, de-stressed mining blocks 
which should reduce the risk of such an event reoccurring. 


In the third quarter of 2003, we encountered production drilling challenges. Squeezing drill holes slowed 
down the planned extraction time of mining blocks from the lower part of the mine. These drilling challenges 
resulted in shortages of ore which lead to numerous “stop-start” cycles in the mill but were resolved in the third 
and fourth quarters and are not expected to affect production in 2004. To address these drilling challenges, we 
added two production drills, increased drill hole diameter and changed our blasting method. The new blasting 
method has been successful in decreasing dilution and improving fragmentation and, coupled with the 
completion of the Level 219 crushing plant, has improved ore flow and increased productivity. 


Although more ore was being mined from the upper areas of the mine, zinc production declined and copper 
production increased over 2002 as we were able to steadily increase tonnage from the lower levels throughout 
the year. In the fourth quarter, LaRonde delivered record quarterly production from the lower gold/copper rich 
levels with 73% of total tonnage processed coming from these levels. This led to fourth quarter production of 
70,299 ounces which was 7% lower than the same quarter in 2002 but in line with our expectations. 


In light of the operational challenges encountered in 2003, in the fourth quarter, the Company undertook a 
comprehensive review of short-term and long-term production targets. Based on recent experience, we 
implemented a more conservative mining plan. We have also taken a number of measures to reduce our 
exposure to normal mining risk such as increasing our surface ore stockpile. This stockpile will ensure that the 


mill can temporarily continue to process ore in the event of production stoppages due to unforeseen 
circumstances such as those encountered in 2003. 


2004 Outlook: Revenues from mining operations are expected to increase significantly in 2004 as production for 
all metals is projected to increase and current market conditions indicate that metal prices will be higher than those 
realized in 2003. The table below summarizes our estimated production for 2004: 


2004 Estimate 2003 Actual % Change 


Gold (OUNCES) Fes ence ee ie, SE ee a ee 300,000 236,653 27% 
Silver (000's ounces) fo foe CEE Re OR ee ee eee 4,700 3,953 19% 
Copper (000's pounds) 5.50 Se © a er ee ee tee ee re 24,000 ZO IST 19% 
Zine (000's pounds). SER RE ee ee ee 120,000 100,337 20% 


Interest and Sundry Income 


Interest and sundry income consists of interest on cash balances, realized gains on the disposition of 
available-for-sale securities, and amortization related to our gold put option contracts expiring in the year. 
Interest and sundry income was $2.4 million in 2003 compared to $2.0 million in 2002. The $0.4 million increase 
was due to a number of factors. While interest on cash balances remained relatively unchanged over 2002, in 
2003, we realized approximately $2.5 million in gains on the disposition of available-for-sale securities. This gain 
was offset by a $1.8 million charge relating to the cost of gold puts purchased in 1999. 


2004 Outlook: Interest and sundry income is projected to be essentially nil in 2004 as interest income on our cash 
balance is expected to be offset by the non-cash amortization of the cost of our gold put option contracts. 
Production Costs 


In 2003, production costs increased 38% to $106 million from $77 million. Operating costs per ton milled 
remained essentially unchanged compared to 2002 at C$52 per ton. (Operating costs per ton is a non-GAAP 
measure and is explained below.) The following table summarizes the components of operating cost per ton. 


2003 2002 
Definition’ Drillingy. 35.5. cid in eae eee nae seats ete ee ae C$.0:29 33. CS 035 
Stope Development vit, cies Sietgraie ses. Seip one in enatet <q maates satis a0 6.75 6.90 
Mining 9:3. 34 coset cite oheat o: ote een eats) che coe Tee tot 9.84 8.77 
Underground Services & .i.3.1-,scqedeat cha ate aes een ee ata sg 14.73 13:27 
Milling aye, etc oi: cea eect abpita a 4S ee LE MEE See aks De! 15.67 16.48 
Surface Services.c0.; 5 570. )20.. 2c ies ee eee Ven eee cl 1.28 1.54 
Administration ws ic). eight ee ee ar oe cei eer 3.69 4.29 


The rock-fall in the first quarter and the production drilling challenges encountered in the third quarter 
caused mining and underground service costs to increase in 2003. However, we addressed the production drilling 
challenges in the third quarter and steadily ramped up tonnage milled in the fourth quarter. We milled 
627,000 tons in the fourth quarter of 2003 which represents a 17% increase over the same quarter of 2002. 
Fourth quarter gold production was 7% lower than 2002 due to decreased gold grades as a result of the 
implementation of a more conservative mining plan. Onsite operating costs per ton in the fourth quarter were 
C$54 per ton compared to C$53 per ton in the prior year; however, steady improvement was made throughout 
the quarter as our operating costs decreased to C$48 per ton in December. For 2004 we expect a slight increase 
in operating costs to be offset by an estimated 4% increase in total tons milled. Therefore, we expect operating 
costs per ton to decrease to between C$49 and C$51 per ton. 


In 2003, total cash operating costs to produce an ounce of gold increased 48% to $269 from $182 in 2002. 
Total cash operating costs are comprised of onsite operating costs reduced by net silver, zinc and copper 


revenue. The table below summarizes the components of the increase in total cash operating costs per ounce of 
gold produced. 


4th Quarter Year to Date 


GET COM IDOL ACID ICOSESS 6 orc. is 8 os Sokal te MEPEDAN Le ow beled © Ae lel sles $198 $182 
re EE COMDLCN UCU Scr fe ce nee se acde ag Hal a eget sacks cont aes b ce gid bade oa. dle cs 14 19 
ENR LG AIR TOL ANY CLQUCN e e ac oe  e A a  les icee de BE GEC ads Vhs 29 30 
MEE ESE ECCORUCY AINE fhe Sater poke cok ape h poe sea ot Alb ee ee eee 8 eee (30) 13 
I CCEA EIOCOSUGE WES. vee ie ee lehg in Beier arm A aie we dee kk os AORDAIE 79 77 
BSED LOCC AFC VCIC ac, car snow ct Reacts wh Vic, SR. GA Pane woe Abi (70) (52) 
eEeaMcachODCTALING.COSIS.. Gh kcia Ft dit ch tines oh ee eh wes ee dies $220 $269 


Increased operating costs for both the fourth quarter and year to date were a result of increased tonnage 
mined and processed coupled with increased mining and underground services costs resulting from the first 
quarter rock-fall and the production drilling challenges encountered in the third quarter. Increasing byproduct 
metal prices had a more significant effect in the fourth quarter than on the entire year as most of the yearly 
increase in metal prices occurred in the fourth quarter. Copper and zinc prices increased 8% and 2%, 
respectively in the first nine months of 2003 and increased 22% and 17%, respectively in the fourth quarter. For 
2004, we expect the El Coco royalty to be completely eliminated as that area of the mine is essentially mined out. 
As byproduct metal prices increased throughout the year, we took the opportunity to liquidate our hedges of 
byproduct production. Therefore, at the end of the year, we had full leverage to increasing byproduct metal 
prices. 


Total cash operating cost data is not a recognized measure under Canadian GAAP and this data may not be 
comparable to data presented by other gold producers. We believe that this generally accepted industry measure 
is a realistic indication of operating performance and is useful in allowing year over year comparisons in 
production costs. Cost per ton data is computed as minesite operating costs, excluding the El Coco royalty, 
divided by tons processed through the mill. Total cash operating cost data can be affected by fluctuations in 
byproduct metal prices and exchange rates, and royalty expenses. We have included these measures as we 
understand some investors use this data to assess our operating performance and ability to generate earnings 
and cash flow at various gold prices. All of the non-GAAP measures used should be considered together with 
other data prepared in accordance with Canadian GAAP, and none of the measures taken by themselves is 
necessarily indicative of operating costs or cash flow measures prepared in accordance with Canadian GAAP. 
The tables presented below reconcile total cash operating costs and operating costs per ton to the figures 
presented in the financial statements prepared in accordance with Canadian GAAP. 


Reconciliation of Total Cash Operating Costs per Ounce 


2003 2002 2001 
(thousands, except as noted) 

Production costs per Consolidated Statement of Income (Loss)......... $105,654 $ 76,926 $ 65,789 
Adjustments: 

RAVeTILOEY: ACTUSIDICHES ) atey «cu rey ae GN as eat a eee se 368 (364) 81 

Byproduct revenues, net of smelting, refining and marketing charges .. . (41,254) (27,850) (28,383) 

HER COCO TOVALLY 5 5 5s cauen ehh a lakibe els al Wd cies pie? 35 COIN gs Si 9) (12,888) (10,764) (5,424) 

INon-Castt FeClABIAlON: PIOWISION. satay on, 5.6 el Oban oleh es cp amiegs ie Shu. (1,183) (1,301) GR) 
Gashconerating: CostSwn He arqeeanag itt a see A RR ce ne SR $ 50,697 $ 36,647 $ 30,908 
Eyota production (OUNCES) tip tea osteo te aie ce mM Pup atts ote tar ee ol 236,653 260,183 234,860 
ash operating COsts (per OULICE). . «9. Srecacneee arege eis etcetera etry $ ioe ok ~~ tALD Shee 132 
BYCOCOLEOV ALLY 4 «co 15 15-.4.04 od PS Seger mice acest Ge PS at ane es 54 41 23 
Totalcasitoperating costs 4h'2 FI Ree Ss AY Pe IL, $e era Shel “260 eapeens2"© Sipe 15S5 


Reconciliation of Operating Costs per Ton 


2003 2002 2001 
(thousands, except as noted) 

Production costs per Consolidated Statement of Income (Loss)......... $105,654 $ 76,926 $ 65,789 
Adjustments: : 

Inventory and hedging™ adjustments . =. ).. 1 eee ee 54 (348) 57 

El Coco royalty (12,888) (10,764) (5,424) 

Non-cash reclamation provision (1,183) (1,301) “@RfT55) 
Minesité-operating-costs (US$) 5. ye ois es ee ee ee $ 91,637 $ 64,513 $ 59,267 
Minesite operating.costs (CS) 25 0.2 sie oe rece cys, te ee $ 127,931 $101,289 $ 91,752 
Tons mailed, (O00°S tors) io aot. a25 holon poms wl ose dal core econ rene ena 2,449 1,963 1,805 
Operating “costs per ton (C$) 425 ik. a ete lee ee $ Sew | Sage 51 
Notes: 


(i) Under the Company’s revenue recognition policy, revenue is recognized on concentrates when legal title passes. Since total cash 
operating costs and operating costs per ton are calculated on a production basis, this adjustment reflects the portion of concentrate 
production for which revenue has not been recognized in the year. 


(ii) Hedging adjustments reflect gains and losses on the Company’s derivative positions entered into to hedge the effects of foreign 
exchange fluctuations on production costs. These items are not reflective of operating performance and thus have been eliminated when 
calculating operating costs per ton. 


2004 Outlook: For 2004, we expect our total cash operating costs to be in the range of $155 to $165 per ounce of 
gold. As net silver, zinc and copper revenue are treated as a reduction of operating costs in arriving at total cash 
operating costs per ounce, production and price assumptions play an important role in our 2004 estimate. As our 
operating costs are denominated in Canadian dollars, the US$/C$ exchange rate can also affect our estimate. The 
table below summarizes the metal price assumptions and exchange rate assumptions used in deriving our 2004 
estimate. 2004 production estimates for each metal are shown in the section entitled “Revenues from mining 
operations”. 


Silver oA gS sothtuihem Oe > ai Sed ee AAS pea a eons tte ale $5.00 
LING 30 sscas S309 diese Aa SAR RS 3S BS eee Fay $0.40 
COPPER 22S iil sige ers 3 BOR eRe MAE aN Ses A ey ea: 5 $0.85 
USS/C$. exchangesrate. @:.::i5 age D MOR Seas aoe eo eee ee ere ates Pa hts $1.30 


As we have currently not hedged any of the above production, changes in the prices of these metals will impact 
our total cash operating cost estimate. We currently have hedges in place to protect the downside risk associated with a 
strengthening Canadian dollar. For 2004, we have hedged approximately 30% of our estimated Canadian dollar 
operating costs at a US$/C$ exchange rate of $1.59. The chart below shows the impact on total cash operating costs 
per ounce of changes in the variables discussed above. The sensitivities presented for the changes in the US$/C$ 
exchange rate take into account the above hedges. 


TI (31) 


F/X 


a+10% 
# -10% 


(40) (30) (20) (10) - HO 20 


Exploration and Corporate Development Expense 


In 2003, our exploration team continued to focus on the Lapa property which is located only 7 miles east of 
LaRonde. Their efforts resulted in a resource to reserve conversion of 1.2 million ounces of gold. The property 
did not have reserves in 2002. In conjunction with our exploration success, our corporate development team was 
active in acquiring a 100% interest in the Lapa property, a transaction completed late in the second quarter. We 
also acquired the Bousquet property adjacent to the LaRonde Mine, expanding our property interests along the 
gold belt which hosts our LaRonde Mine. The former Bousquet mine office is now being used by a dedicated 
regional development team to evaluate and prioritize the Company’s exploration and development projects in 
the region. 


In 2003, we re-evaluated our Goldex project. A new reserve and resource model was estimated which 
showed positive economics and led to a resource to reserve conversion of 1.6 million ounces of gold. The 
property did not have reserves in 2002. We have now decided to undertake an underground program to provide 
additional geological information. Over the course of 2004, we expect to complete three vertical slot raises 
through the orebody. We expect to process this material early in 2005. The objective of this bulk sample and 
additional drilling planned for 2004 is to attempt to increase the level of confidence in the gold grade. Although 
our current focus is growth in our own backyard, we continue to evaluate corporate development opportunities 
which could potentially increase returns for our shareholders. 


Total exploration and corporate development expense, including equity losses of Sudbury, increased 102% 
in 2003 to $7.6 from $3.8 million in 2002. The table below summarizes exploration and corporate development 
expense (thousands): 


2003 =. 2002 
EUS LOPC SEV RMP a Aree Merten ante Se Stunt, Rotts | kiats leis Meee ha lara eS aisle Saale o's e7SL 246 
PE TESC ONAL PLODCK csp, state Ii ont ate Pah Tee na a A aes ss TNFR es 465 976 
Exploration conducted by Sudbury Contact Mines Limited)... 0. le es ADO ene 
Beamon are Me VCIOPINC DPE XDCTISE reyter saree te eset ie eee oe Meas EOS Oh ee aise 1,169 273 
7,601 3,766 


Exploration is only conducted if warranted by drilling results and project economics. Therefore, the 
increase in expenses over 2002 reflects the success of our exploration and development work during 2003. The 
2003 gross exploration expenses on the Lapa property were approximately $3.0 million. However, these expenses 
were reduced by exploration investment tax credits received from the provincial government of Quebec. In 2003, 
our 49.9% equity investee, Sudbury Contact Mines Limited (“Sudbury’’), conducted more exploration due to the 
encouraging results on the Timiskaming diamond project. In 2002, we owned approximately 64% of Sudbury 
and were fully consolidating its exploration expenses as we were providing full funding for its projects. In 2003, 
through a series of equity financings, Sudbury became more financially independent and our ownership interest 
was diluted to less than 50%. Therefore, as of August 31, 2003, we are no longer required to consolidate 
Sudbury’s operations with our own as we no longer control Sudbury’s strategic operating, investing and financing 
decisions. Our 2003 exploration expenses reflect 100% of Sudbury’s exploration expenses up to that time and 
our 49.9% share of exploration expenses subsequent to de-consolidation. 


2004 Outlook: Exploration and corporate development expense, including our share of Sudbury’s exploration 
expenses, are expected to decrease in 2004 as we have met the criteria for capitalization at the Lapa and Goldex 
properties and exploration expenditures related to these properties will not be recorded in the income statement in 
2004. We expect to record $3.2 million of exploration on our income statement in 2004 which includes $1.2 million in 
non-cash expenses representing our 49.9% share of Sudbury’s exploration expenses. However, this estimate could 
increase materially if we have success on our various exploration properties. 


General and Administrative Expenses 


General and administrative expenses increased to $7.1 million in 2003 from $5.5 million in 2002. Of the 
$1.6 million increase, 42% is attributable to the stronger Canadian dollar as general and administrative expenses 


are almost entirely denominated in Canadian dollars. An additional 30% is attributable to compliance with new 
financial reporting and securities law requirements. The remainder of the increase is attributable to increased 
corporate activities. 


2004 Outlook: Assuming a US$/C$ exchange rate of $1.30, general and administrative expenses are not expected 
to increase materially in 2004. 


Provincial and Federal Capital Taxes 


Provincial capital taxes were $1.2 million in 2003 compared to $0.8 million in 2002. These taxes are assessed 
on the Company’s capitalization (paid-up capital and debt) less certain allowances. The increase in 2003 was 
attributable to less exploration expenses being eligible for provincial tax credits that decrease capital taxes 
otherwise payable. We estimate 2004 capital taxes to be $1.9 million due to increases in capitalization and less 
exploration expenses eligible for the provincial tax credits. 


Federal capital taxes are assessed on essentially the same capitalization base as provincial capital taxes. The 
increase in 2003 to $1.1 million from $0.9 million in 2002 represents increases in capitalization throughout the 
year. New legislation introduced in 2003 will completely eliminate federal capital taxes by 2008. These changes 
will be phased in gradually with rate reductions each year. Based on new legislation, we estimate federal capital 
taxes to be $0.9 million in 2004. 


2004 Outlook: Provincial capital taxes are expected to be $1.7 to $2.0 million in 2004 and, based on new 
legislation, we estimate federal capital taxes to be $0.9 million in 2004. 


Amortization Expense 


Amortization expense was $17.5 million in 2003 compared to $12.6 million in 2002. The Company calculates 
its amortization on a unit-of-production basis using proven and probable reserve tonnage as its amortization 
base. A 25% increase in tons processed coupled with an increased capital base due to the recently completed 
LaRonde expansion more than offset the year end increase in reserves. 


2004 Outlook: Amortization is expected to increase as milled throughput increases in 2004. On a per ton basis, 
amortization is expected to remain unchanged at $8 per ton as the increased capital base was offset by the year end 
increase in reserves. 


Interest Expense 


In 2003, interest expense increased 10% to $2.2 million from $2.0 million in 2002 as no interest was 
capitalized in 2003. In 2002, interest was comprised of approximately $1.5 million related to interest on the old 
convertible notes while $0.5 million related to non-cash amortization of financing costs associated with the 
revolving cretdit facility. In 2003, interest was comprised of $1.5 million of cash standby fees and other costs 
associated with the revolving bank facility and the remaining $0.7 million represents non-cash amortization of 
the financing costs associated with revolving bank facility. In 2002, $2.3 million in interest on our revolving bank 
facility was capitalized as the facility was used to fund the expansion at LaRonde. The Company presents the 
2012 subordinated convertible debentures as an equity instrument and therefore interest on the debentures is 
charged to retained earnings rather than income. 


In the fourth quarter of 2003, we entered into an interest rate swap whereby we swapped our fixed rate 
payments on the convertible subordinated debentures for variable rate payments. The notional amount under 
the swap exactly matches the $144 million face value of the debentures and the swap agreement terminates on 
February 15, 2006, which is the earliest date that the debentures can be called for redemption. Under the terms 
of the swap agreement, we make interest payments of three-month LIBOR plus a spread of 2.37% and receive 
fixed interest payments 4.50% which completely offsets the interest payments we make on the subordinated 
convertible debentures. The three-month LIBOR rate was also capped at 3.38% such that total variable interest 
payments will not exceed 5.75%. Based on the current three-month LIBOR rate of 1.12%, we estimate that this 
transaction will save approximately $1.5 million in debenture interest annually. 


2004 Outlook: Interest expense is expected to decrease by approximately $1.5 million as we realize the benefits of 
our interest rate swap, assuming variable LIBOR rates remain at current levels throughout the year. Under Canadian 
GAAB the debentures are presented, in their entirety, as an equity instrument and therefore interest costs related to the 
debentures are charged to deficit as incurred. However, as a result of this accounting treatment, the interest rate swap 
does not qualify for hedge accounting. Accordingly, gains and losses realized under the swap are recorded in income. 


Income and Mining Taxes 


In 2003, the effective accounting income tax recovery rate was 15.0% compared to an income tax rate of 
6.2% in 2002. Although we reported a net loss before income and mining taxes of $7.5 million, we did not record 
the benefit of these losses. These losses are available as deductions in future years but due to the uncertainty 
surrounding the realization of the benefit of these losses, we did not record these future benefits as tax assets. 
The accounting recovery rate was mostly generated by changes in Canadian income tax legislation which now 
provides a federal deduction for provincial mining duties paid. Therefore, we recorded an asset representing the 
future deductions that will be available at the federal level arising from the payment of provincial mining duties. 
The recording of this asset gave rise to the current year recovery. 


In 2002, we recorded income before income and mining taxes of $15.1 million and recorded a tax provision 
of 6.2%. The tax rate was reduced from the statutory tax rate of 39.9% due to the effect of resource allowances, 
the utilization of previously unrecognized losses carried forward, non-taxable capital gains, and the accelerated 
recovery of provincial mining duties. The accelerated mining duty recovery was partially offset by an increase to 
future mining tax liabilities for the resultant decrease in development pools available for future deductions. 


2004 Outlook: We expect our effective income tax rate to be approximately 30% in 2004 (including provincial 
mining duties). This effective tax rate could decrease if we are able to realize unrecognized tax assets. Due to 
uncertainty surrounding the realization of certain tax assets, we have provided a full valuation allowance against 
limited life tax assets, and as, such the possible benefit of these future tax deductions is not recorded as an asset in the 
financial statements. Due to rising metal prices, we expect to be able to realize some of these assets before they expire 
thus leading to corresponding tax credits in income representing the decrease in valuation allowance attached to these 
tax assets. 


Liquidity and Capital Resources 


As a result of the operating challenges encountered in 2003, we ended the year with less capital resources 
than 2002. Including $100 million of undrawn credit under our revolving bank facility, we ended 2003 with 
available cash resources of $210 million compared to $253 million at the end of 2002. We expect an additional 
$25 million to become available under our revolving bank facility in the fourth quarter of 2004 once we satisfy 
certain completion tests in connection with the LaRonde Mine expansion. In 2003, we used $43 million in cash 
compared to 2002 when we added $132 million to our cash position. The largest components of the cash used in 
2003 were: 


¢ $42 million in capital expenditures at LaRonde; and 


¢ $10 million net investment and acquisition expenditures including $9 million for Lapa and $4 million for 
Bousquet offset by $3 million generated from the sale of available-for-sale securities. 


These cash outflows were offset by $11 million in operating cash flow. Despite the production difficulties, 
we still managed to generate positive operating cash flow due in large part to the increase in metal prices. The 
metal price increases were offset somewhat by the strengthening Canadian dollar and our increased exploration 
activities driven by our success at Lapa. Financing cash flows included $5 million of employee stock purchases 
under our share purchase and stock option plans. 


In 2003, the Company declared its 24" consecutive annual dividend of $0.03 per share, unchanged from 
2002. Although the Company expects to continue paying dividends, future dividends will be at the discretion of 
the Company’s Board of Directors and will be subject to factors such as income, financial condition, and capital 
requirements. 


The Company’s material obligations under firm contractual commitments relate to the convertible 
subordinated debentures in aggregate principal amount of $143.8 million maturing on February 15, 2012. The 
Company may redeem the debentures on or after February 15, 2006 in cash or, at the option of the Company, by 
delivering freely tradable common shares. 


In 2003, the Company was unable to achieve its completion test and was in default of its interest coverage 
covenants under its revolving bank facility. Given that the facility was completely undrawn throughout 2003, 
these were technical violations which were waived by all the banks in the lending syndicate for the third and 
fourth quarters of 2003. The syndicate also extended the deadline for achieving the completion test to 
September 30, 2004. 


2004 Outlook: In 2004, we expect to incur approximately $23 million in sustaining and project capital 
expenditures at LaRonde and approximately $14 million in expenditures on other projects, including Lapa, Goldex 
and LaRonde II. At Lapa, we will continue to drill to expand the reserve base and will complete preliminary 
engineering with the intent of accelerating development of the property. At Goldex, we will undertake a bulk sampling 
program to obtain an increased level of confidence in the gold grade. The bulk sample will consist of three vertical slot 
raises through the orebody and we expect to process this material early in 2005. At LaRonde II, we expect a detailed 
feasibility study to be completed late in 2004. We expect all these capital expenditures to be completely funded out of 
operating cash flow. An expected increase in gold and by-product metal production and rising metal prices will be the 
key drivers to attaining strong operating cash flows. 


The following table provides a summary of our 2004 estimated capital and exploration expenditures. The 
grassroots exploration amount is the cash component of our estimated 2004 exploration expense and does not include 
the estimated $1.2 million which represents our 49.9% share of Sudbury’s exploration expense (thousands). 


Project Capitalized Expensed Total 

LaRonde:T projects 3 20 050) Pg 2 Se ae ee eae eee ee Se $10,300 . $ — $10,300 
LaRonde F’sustaiing: 27 Fee ea AS Oe as te ee 12,600 — 12,600 
LaRonadeé If drilling & feasibility 9.20, Oe aye es ce ee eee ans 3,800 a 3,800 
Goldex bulkisample:&engineering ¢ e406 oe ee 4,700 — 4,700 
Lapa, drilling &. engimeering.::. 09.0 8S etto eee et a eee eer ed ae 3,200 — 3,200 
Bousquet/Ellison- drilling: 3.) 22% Se ee tee eee ee eee 2,300 — 2,300 
Grassroots, exploration o.<.c2. sata. wise ae cae eN  b oe ee 2,000 2,000 


Risk Profile 


Agnico-Eagle is subject to various risks that it encounters in its day-to-day operations. We mitigate the 
likelihood and potential severity of these risks through the application of the highest standards in the planning, 
construction and operation of our facilities. In addition, emphasis is placed on hiring and retaining competent 
personnel and developing their skills through training in safety and loss control. Agnico-Eagle’s operating and 
technical personnel have a solid track record of developing and operating precious metal mines and the 
LaRonde Mine has been recognized for its excellence in this regard with various safety and development awards. 
Unfortunately, in spite of our extensive efforts to ensure the safety of our employees, industrial accidents can 
occur. In February 2004, an underground explosion claimed the life of a contract miner, and in March 2004, an 
accident in a storage area claimed the life of an employee. 


We also mitigate some of the Company’s normal business risk through the purchase of insurance coverage. 
An Insurable Risk Management Policy, approved by the Board of Directors, governs our purchase of insurance 
coverage and only permits the purchase of coverage from insurance companies of the highest credit quality. For 
a more complete list of the risk factors affecting Agnico-Eagle, please see the Company’s Annual Report on 
Form 20-F filed with the United States Securities and Exchange Commission. 


In March 2004, Staff of the Ontario Securities Commission advised the Company by letter that Commission 
Staff are contemplating commencing proceedings against the Company in relation to the timing and content of 
the Company’s disclosure concerning the rock fall that occurred at Agnico’s LaRonde mine in Quebec early in 
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2003. The Company intends to co-operate fully with the Ontario Securities Commission and will respond as soon 
as practical to the Commission’s letter. The Company is unable to determine whether there will be any material 
financial impact resulting from this matter. 


Financial Risk 


Agnico-Eagle’s net income is most sensitive to metal prices and the US$/C$ exchange rate. The following 
graph shows the estimated impact on budgeted income per share (“EPS”) in 2004 of a 10% change in assumed 
metal prices and exchange rates. 


In order to mitigate the impact of fluctuating precious and base metal prices, Agnico-Eagle enters into 
hedging transactions under its Metal Price Risk Management Policy, approved by the Board of Directors. The 
Company’s policy and practice is not to sell forward its gold production. The Policy does allow the Company to 
review this to use hedging strategies where appropriate to ensure an adequate return on new projects. In the 
past, we have bought put options to protect a minimum gold price while maintaining full participation to gold 
price increases. The Company’s policy does not allow speculative trading. At the end of 2003, the Company’s 
only metal hedges are gold puts with a strike price of $260. These gold puts protect a minimum gold price of 
$260 for 44% to 64% of anticipated gold production between 2004 and 2007. Gold puts are exercised at our 
option therefore they do not limit participation to rising gold prices. 


The Company receives payment for all of its metal sales in US dollars and pays most of its operating and 
capital costs in Canadian dollars. This gives rise to significant currency risk exposure. We have entered into 
currency hedging transactions under the Company’s Foreign Exchange Risk Management Policy, approved by 
the Board of Directors, to hedge part of our exposure. The policy does not permit the hedging of translation 
exposure (that is, the gains and losses that arise from the accounting translation of Canadian dollar assets and 
liabilities into US dollars) as these do not give rise to cash exposure. For 2004, we have hedged approximately 
30% of our Canadian dollar operating cost requirement at a US$/C$ exchange rate of $1.59. As shown in the 
chart above, a 10% increase in budget exchange rates would increase EPS by $0.11. Due to the 2004 foreign 
currency hedges, a 10% decrease in exchange rates would decrease EPS by only $0.05. 


Fluctuations in interest rates can also affect income and cash flows. Due to the interest rate swap entered 
into in 2003, increases in LIBOR rates will increase interest expense. The maximum interest rate payable under 
the swap transaction is 5.75% thus, based on this maximum rate, the maximum exposure from rising interest 
rates is $0.02 per share. The Company has a Short-Term Investment Risk Management Policy, approved by the 
Board of Directors, which only permits investment of excess cash balances in short-term money market 
instruments of the highest credit quality. 


Operational Risk 


The business of gold mining is generally subject to certain types of risks and hazards such as environmental 
hazards, industrial accidents such as cave-ins, rock bursts, rock falls and flooding, unusual or unexpected rock 
formations, changes in the regulatory environment and metal losses. Such occurrences could result in damage to, 
or destruction of, mineral properties or production facilities, personal injury or death, environmental damage, 
delays in mining, monetary losses and possible legal liability. As a result, Agnico-Eagle may be required to incur 
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significant costs that could have a material adverse effect on its financial performance, liquidity and results of 
operations. 


Agnico-Eagle’s LaRonde mine and milling operations account for all of our gold production and will 
continue to account for all of our gold production in the future unless additional properties are acquired or 
brought into production. Any adverse condition affecting mining or milling conditions at LaRonde could have a 
material adverse effect on our financial performance, liquidity and results of operations. At current reserves and 
mining rates, LaRonde has a mine life of approximately 15 years. 


Our gold production estimates for 2004 and subsequent years may fall below estimated levels as a result of 
the general mining risks summarized above. Furthermore, production may be unexpectedly reduced if, during 
the course of mining, unfavorable ground conditions or seismic activity are encountered or grades are lower than 
expected. Production estimates may also be affected if the physical or metallurgical characteristics of ore are less 
amenable than expected to mining or treatment. Therefore, there can be no assurance that the Company will 
achieve current or future production estimates. 


Our reported proven and probable mineral reserves are estimates and there can be no assurance that 
anticipated tonnage and grade can be achieved. Reserve figures have been determined based on assumed gold 
prices and operating costs. We have estimated mineral reserves based on a $325 per ounce gold price. Though 
the gold price is higher than the $300 per ounce assumption used in last year’s reserve estimate, this impact was 
essentially negated by the change in the US$/C$ exchange rate assumed from $1.50 to $1.40. While gold prices 
were generally above $325 for 2003, the average gold price over the past three years has been below $325 per 
ounce. If gold prices of $300 and $350 were assumed, our gold reserve position would change by 6%. Substantial 
prolonged decreases in the price of gold, silver, copper and zinc and the US$/C$ exchange rate could have a 
material adverse effect on our financial performance, liquidity and results of operations. To help maintain or 
grow production levels over the long term, Agnico-Eagle must continually replace mineral reserves depleted by 
production by reclassifying mineral resources to reserves, expanding known orebodies or locating new ones. 
Success in gold exploration is highly uncertain and there is a risk that future depletion of mineral reserves 
through normal mining operations will not be adequately replaced. 


Environmental Risk 


Agnico-Eagle’s activities are subject to extensive federal and local laws and regulations governing 
environmental protection and employee health and safety. Agnico-Eagle is required to obtain governmental 
permits and comply with mine reclamation rules. Although Agnico-Eagle makes provisions for reclamation 
costs, there can be no assurance that these provisions will be adequate to discharge the obligations associated 
with these regulations. Failure to comply with applicable environmental and health and safety laws can result in 
injunctions, damages or revocation of permits and imposition of penalties. There can be no assurance that 
Agnico-Eagle has been or will be at all times in complete compliance with such laws and regulations or that the 
costs of complying will not have a material adverse effect on our financial performance, liquidity and results of 
operations. 


Environmental laws and regulations are complex and have become more stringent over time. Any changes 
in such laws or environmental conditions could have a material adverse effect on Agnico-Eagle’s financial 
condition, liquidity or results of operations. Agnico-Eagle is not able to estimate the impact of future changes in 
laws and regulations due to the uncertainty surrounding the ultimate form these changes may take. At 
December 31, 2003, Agnico-Eagle has accrued approximately $3 and $6 million, respectively, for each of its 
reclamation obligations on its LaRonde and Bousquet properties. 


Derivatives Risk 


Management enters into derivative contracts to limit the downside risk associated with fluctuating metal 
prices. The contracts act as economic hedges of our underlying exposures to metal price risk and foreign 
currency exchange risk and are not held for speculative purposes. We do not use complex derivative contracts to 
hedge our exposures. We use simple contracts, such as puts and calls, to mitigate downside risk yet maintain full 
participation to rising metal prices. We also enter into forward contracts to lock in exchange rates based on our 
projected Canadian dollar operating and capital needs. 
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By using derivative instruments, we have various financial risks. Credit risk is the risk that the 
counterparties to our derivative contracts will fail to perform on an obligation to us. We mitigate this risk by 
dealing with high quality counterparties such as financial institutions. Market liquidity risk is the risk that a 
derivative position cannot be liquidated quickly. We mitigate market liquidity risk by spreading out the maturity 
of derivative contracts over time, usually based on our projected production levels for the specific metal being 
hedged, such that the relevant markets will be able to absorb the contracts. Mark-to-market risk is the risk that 
an adverse change in market prices for our metals will affect our financial condition. Since we use derivative 
contracts as economic hedges, for most of the contracts, changes in the mark-to-market value do no affect 
income. For a description of the accounting treatment of our derivative contracts, please see “Critical 
Accounting Estimates — Financial Instruments.” 


Outstanding Securities 


The following table presents the maximum number of common shares that would be outstanding if all 
dilutive instruments outstanding at March 31, 2004 were exercised: 


memo snares outstanding ati March 3 Us 2004= on). o Bieks ck ele ieie Sle se 6 ew 5 eH cee ees 84,956,333 
oavertible debentures (based on debenture holders’ option)... 2.0.0... we ee 10,267,919 
een CCISFOCKODCIONSHNL A LIMA eae tr Gi sth cu OAR tes, ein nl, Reieade aie. POI len. alee: Beak. 3,301,400 
\WANRRDINUG: 5 ‘Gpyeah Sra: Bee Ge Re Bune A Giga yah PPI AUG emer a Ie ied | Ra eB a a 6,900,000 


105,425,652 


The convertible debentures are convertible into common shares, at the option of the holder, at any time 
prior to maturity, at a conversion rate of 71.429 common shares per $1,000 principal amount of debentures. The 
debentures mature on February 15, 2012 but may be redeemed at the option of the Company on or after 
February 15, 2006 in cash or, at the option of the Company, by delivering freely tradable common shares. 


Each warrant entitles the holder to purchase one common share at a price of US$19.00. The warrants 
expire on November 6, 2007. 


Critical Accounting Estimates 


The preparation of the financial statements in accordance with Canadian GAAP requires management to 
make estimates and judgments that affect the reported amounts of assets, liabilities, revenues and expenses. The 
Company evaluates the estimates periodically, including those relating to metals awaiting settlement, 
inventories, future tax assets and liabilities, and mining properties. In making judgments about the carrying value 
of assets and liabilities, the Company uses estimates based on historical experience and various assumptions that 
are considered reasonable in the circumstances. Actual results may differ from these estimates. 


The Company believes the following critical accounting policies relate to its more significant judgments and 
estimates used in the preparation of its financial statements. Management has discussed the development and 
selection of the following critical accounting policies with the Audit Committee of the Board of Directors 
and the Audit Committee has reviewed the Company’s disclosure in this MD&A. 


Mining Properties 


The Company capitalizes the cost of acquiring land and mineral rights. If a mineable ore body is discovered, 
such costs are amortized when production begins, using the unit-of-production method based on proven and 
probable reserves. If no mineable orebody is discovered, such costs are expensed in the period in which it is 
determined the property has no future economic value. Costs for grassroots exploration are charged to income 
when incurred until an orebody is discovered. Further exploration and development to delineate the orebody are 
capitalized once a feasibility study is successfully completed and proven and probable reserves established. 
Construction costs, including interest costs for projects specifically financed by debt, are capitalized at cost and 
are not depreciated until commercial production begins. Amortization is based on the unit-of-production 
method over the estimated proven and probable reserves of the mine. 
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Subsequent capital expenditures which benefit future periods, such as the construction of underground 
infrastructure, are capitalized at cost and depreciated as mentioned above. 


The carrying values of mining properties, plant and equipment and deferred expenditures are periodically 
reviewed for impairment. Impairment testing is based on the future undiscounted net cash flows of the operating 
mine or development property. If it is determined that the estimated net recoverable amount is less than the 
carrying value, the asset is written down to its fair value with a charge to income. Estimated future cash flows 
include estimates of recoverable metals in proven and probable reserves. Metals price assumptions are 
determined considering current and historical prices, price trends and other market-related factors. Estimated 
future cash flows also consider ongoing capital requirements, reclamation costs, and related income and mining 
taxes, and are based on detailed engineering life-of-mine plans. 


Revenue Recognition 


The Company recognizes revenue from concentrates when legal title passes and estimates net realizable 
value using current metal prices and metal content from samples of the concentrates. Adjustments to the final 
settlements occur when the average metal prices are determined over a quotation period. These adjustments are 
included in revenue when determined and traditionally have not been material. 


Revenue from gold and silver recovered in the form of doré bars is recorded when the gold and silver are 
refined and sold. 


Reclamation Obligations 


Estimated reclamation costs are based on legal, environmental and regulatory requirements. The costs of 
our active mining operations are accrued, on an undiscounted basis, as a production cost, on a 
unit-of-production method based on proven and probable reserves. We have made estimates of the final 
reclamation costs based on mine-closure plans approved by environmental agencies. We periodically review 
these estimates and update our reclamation cost estimates if assumptions change. Material assumptions that are 
made in deriving these estimates include variables such as mine life and inflation rates. 


Future Tax Assets and Liabilities 


The Company uses the liability method of tax allocation for accounting for income taxes. Under the liability 
method, future tax assets and liabilities are determined based on differences between the financial reporting and 
tax bases of assets and liabilities. Future tax assets are reduced by a valuation allowance if it is more likely than 
not that some or all of the future tax asset will not be realized. The Company evaluates the carrying value of its 
future tax assets quarterly by assessing its valuation allowance and by adjusting the amount of such allowance, if 
necessary. The factors used to assess the likelihood of realization are forecasts of future taxable income and 
available tax planning strategies that could be implemented to realize future tax assets. 


Stock-Based Compensation 


The Company’s existing stock-based compensation plan provides for the granting of options to directors, 
officers, employees and service providers to purchase common shares. Share options have exercise prices equal 
to the market price at the grant date or over the life of the applicable vesting period depending on the terms of 
the option agreements. The fair value of these stock options is recorded as an expense on the date of grant. Fair 
value is determined using the Black-Scholes option valuation model which requires us to estimate the expected 
volatility of the Company’s share price and the expected life of the stock options. Limitations with existing 
option valuation models and the inherent difficulties associated with estimating these variables creates 
difficulties in determining a reliable single measure of the fair value of stock option grants. The dilutive impact 
of stock option grants is currently factored into the Company’s reported diluted income (loss) per share. 
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AGNICO-EAGLE MINES LIMITED 
SUMMARIZED QUARTERLY DATA 


(thousands of United States dollars, except where noted) 


Consolidated Financial Data 


Income and cash flow 
LaRonde Division 

Revenues from mining operations 
Mine operating costs 


Mine operating profit 
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Net income per share (basic and fully diluted) 
Operating cash flow* 
Operating cash flow per share 
Weighted average number of shares (in thousands)... . 
Tons of ore milled 
Head grades: 
Gold (ounces per ton) 
Silver (ounces per ton) 
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Copper 
Payable production: 
Gold (ounces) 
Silver (ounces in thousands) 
Zinc (pounds in thousands) 
Copper (pounds in thousands) 
Realized prices (US$): 
Gold (per ounce) 
Silver (per ounce) 
Zinc (per pound) 
Copper (per pound) 
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Total production costs per gold ounce produced (US$): 

Onsite operating costs (including reclamation 
provision) 

Less: Non-cash reclamation provision 
Net byproduct revenues 


Cash operating costs 
El Coco royalty 
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Non-cash costs: 
Reclamation provision 
Amortization 


Total production costs 


Onsite operating costs per ton milled 
(Canadian dollars) 


* Before non-cash working capital 
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Mar. 31 


17,352 


Jun. 30 Sept. 30 Dec. 31 Total 2002 
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AGNICO-EAGLE MINES LIMITED 
SUMMARIZED QUARTERLY DATA 


(thousands of United States dollars, except where noted) 


Consolidated Financial Data 


Income and cash flow 

LaRonde Division 
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Operating cashflow per share “270. cio. as rene 
Weighted average number of shares (in thousands) . . . 
Tons of ore, milled’). |. Sia oGle see ets «eee 
Head grades: 
Gold (ounces sper ton) Agi. Eee eh aera te 
Silver (OUNCES Per CON nasa. cae eeee ole en.) amber uae 
FN CaM, RERPMPRRS HAN oh coterie, ops | Soc NCR a 2%.) 
Copper’ .\) ieeih sinc cee, eee ee Soe eee 


Copper’. 220 ao 7) See. so SNe = ce or 
Payable production: 

Gold (ounces) 265; eS oa. oe 

Silver (ouncés.in: thousands) 50. 9a. 22s tee 

Zine (pounds in:thousands). . 21:1. Ye.) neers 

Copper (pounds in thousands). 3.2... «ees 
Realized prices (US$): 

Gold (per ounce) 25 Barrens eee: Bee nee 

Silver (per Ounce) 3 tof Fe at. Seah 6. eee ee 

Zinc:(per\ pound) 2... Wish: Gyaey Sia ee le ee ateatncee nd 

Copper (per pound): : Weg oe ee ee 


Total production costs per gold ounce produced (US$): 
Onsite operating costs (including reclamation 
ProvisiOn)( 2s )o.5..ch scope egeeaneg eee eee a ee 
Less: Non-cash reclamation provision ............. 
Net byproduct revenuespiy ./. state) es 2 ohn ae sas 


Cash.opefating costs f.:.. Swe samen hte ee ove reore 
El Coco royalty «3.3, Sopccme etka gee sates ay nea Saco 


Total cash. operating costsais: aS 4k e ia oe 
Non-cash costs: 
Reclaniation provishonin., sy saya eid -reis ease op ase 
IAMOLTIZALOD, 5 -.< 25 Sey Can chs Sets ee ee ep ete 


Total production, costs. ths 24. £2 a. 2 6 ue ee 


Onsite operating costs per ton milled 
(Canadian dollars)#.:: 282 open. ot oe eee 


* Before non-cash working capital 


$ 30,112 
24,517 


$e 095 


$ (0.08) 


Jun. 30 


Sept. 30 


$ 30,014 $ 24,845 


24,769 


$ 5,245 


$ 
$ 
$ 
$ 


PHA SK 


$ 


(3,423) 
(0.06) 
2,575 

0.03 

83,836 

648,292 


0.10 
2.24 
3.14% 
0.52% 


90.62% 
80.80% 
77.80% 
79.20% 


60,157 
1,049 
27,080 
5,015 


349 
4.57 
0.35 
0.73 


26,080 


$ 


Dec. 31 


41,849 
30,288 


$ (1,235) $ 11,561 
$ (5,809) $ 5,334 
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$ (0.09) $ 0.06 
$ (6,016) $ 6,873 
$ (0.07) $ 0.08 
83,954 84,424 
570,661 626,994 
0.10 0.12 
1.69 2:22 
2.11% 2.87% 
0.62% 0.60% 
91.60% 91.79% 
79.19% 85.80% 
75.00% 81.60% 
79.90% 82.50% 
51,192 70,299 
648 1,220 
20,561 24,732 
5,411 5,749 
$9365" 8S 05 
Gx, S04 gy cs07 
$ £0.37) $i4e0i43 
$ 0.80 $ 0.94 
 Siemier yet Sint) 

(5) (3) 
(140) (189) 
309. Simei 80 

59 40 
368 220 

5 3 

87 53 
$ - 9.460 + Sen) 376 
$56) Siettse 


Total 2003 


Pf 


126,820 
105,654 


21,166 


(7,462) 
(0.17) 
4,591 

0.05 

83,889 

2,448,580 


PEP HF || HK 


0.11 
2.16 
3.10% 
0.55% 


91.41% 
82.60% 
78.20% 
80.30% 


236,653 
3,953 
100,337 
20,131 


368 
5.07 
0.38 
0.82 


PAPA 


AGNICO-EAGLE MINES LIMITED 
FIVE YEAR FINANCIAL AND OPERATING SUMMARY 


(thousands of United States dollars, except as noted) 


Financia! Data 


REVERUCS MOM MIMS OPCLALlODS: aster + locticpalehatel mesa @ 1s) evel he 


Interest and sundry income 


Costs and expenses 


Income (loss) before income and mining taxes ............... 


Income and mining tax expense (recoveries) 


Net income (loss) 


INE IDIOMS (LOSS) Spel SNALC Yt) eo. t, ee- ils S een a le amo eens es 
Operating cash flow (before non-cash working capital) .......... 


Operating cash flow per share 


MOASHIECIVIC CONDE Ey SLATE i tte ate uals toh -ssuavlek » Mabie. elk srion spicy analy Susie suc 
ROADICA TECK PEMCILUL CS eae avs oii ce Seweua phe cgectn ai) cis fey sy auc eter obs 


Average gold price per ounce realized 


Average exchange rate — US$ per Canadian dollar ............ 
Weighted number of shares (outstanding — basic (in thousands) ... . 
Working capital (including undrawn credit lines).............. 


Total assets 


GOH CEI C DUA Nen can, fone eta ee eect UPR a es SRO Ga Sis 
Gommon)sharcnolders#equity es: 21) dimtaiiiels ta al vvsccue Sioabeee sts ones 


Operating Summary 
LaRonde Division 


ReVCOUCS LOM INNS OPeLavlOUS) tec joe seas are ene ea aie eee oes aoe 


Mine operating costs 


FHC ROPCTAtNO PLONE (LOSS) "orate eevee ane S0- eeertomnare es 


MOnSTOf OFC oC Maa) teeter tes cee 2. ci i alnets royih eee olen Svcs sah 
Grade=—OUNCESIO£ poOld per tOn qs. 4s 2 nly eue cae aad tite aa) cele 
CrOLIPLOGUCHON == OUNCES). « spark ictale a0. ict ehe ei1-ke ta el oestich ase tate es 
Silver production — ounces (in thousands).................. 
Zinc production — pounds (in thousands) .................. 


Copper production — pounds (in thousands) 


Total production costs per gold ounce produced (US$): 


Onsite operating costs (including reclamation provision) ......... 
IBesss1NOn-cash reclamation \|pLrlovislOny we. «fers sade) “phe cache Se 
INET Dy PLOCMUCINLCVCNUCS ca-taee aicis ee vm ats ces meney cesta sn shat 


Cash operating costs 


ER COCO TOVAlbyeet. Mista kas ci ductmelch es. hs tobe ee aeets: wn cere tameete of ames 


Total cash operating costs 
Non-cash costs: 


REC anaON DLOVISIOUL ett ew eiee a oes tea eat eee ohana 
JANTITOY AVN O) ab i Alen, siecle tara eli RP Rerun e it Suk TRG secre ha Bisley 


AGtalPEOGUCHIODUCOSIS chee ie uci nikon et abe he wae wn i Pannen 


Onsite operating costs per ton milled (Canadian dollars)......... 


Gold reserves and resources: 
Total Proven and Probable Reserves & Indicated 


Resources (housands, ounces) of; cold) ot syne . ee) epg to oe 


Total Inferred Resources (thousands, ounces of gold)........... 
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Year ended December 31, 


2003 2002 2001 2000 1999 
$ 126,820 $ 107,781 $ 93,677 $ 66,971 $ 25,583 
2,429 2,038 1,784 1,097 2,506 
129,249 109,819 95,461 68,068 28,089 
136,744 94,734 103,153 74,837 51,780 
(7,495) 15,085 (7,692) (6,769) (23,691) 
(33) 1,888 (37) (3,377) (8,770) 
$ (7,462) $ 13,197 $ (7,655) $ (3,392) $(14,921) 
SPL O17 SP On Sz) 7s 70006) S908) 
$0 PAS9N0/s $100715192.- > 9.042.959, WS, 4923" |$(13,570) 
Sie (005.64, 0.30) $ e020. $99 0.09 $025) 
SO.03 yer 2 O03 sha 0026 6 e002." $9 10.02 
$ 42,038 $ 64,836 $ 36,278 $ 68,387 $ 68,892 
StF FASS: OP NESS 78 HS TRI 78 wagon oT4 
$ 0.7137 $ 0.6368 $ 0.6458 $ 0.6723 $ 0.6725 
83,889 70,821 61,334 54,447 53,331 
$ 263,437 $ 307,693 $ 137,567 $ 51,384 $106,941 
$ 631,755 $ 592,068 $ 393,753 $ 359,407 $285,274 
$ = $ — $ 147,266 $ 180,666 $124,122 
$ 541,754 $ 542,855 $ 211,315 $ 128545 $126,843 
$ 126,820 $ 107,781 $ 93,677 $ 66,971  $ 25,583 
105,654 76,926 65,789 51,901 29,041 
$79 21,166, 28" 30,8556 -§ 27888 S$. 15,070 $°(:458) 
2,448,580 1,963,129 1,805,248 —-1,415,888 798,396 
0.11 0.14 0.15 0.14 0.13 
236,653 260,183 234,860 173,852 90,035 
3,953 3,094 2,524 1,128 277 
100,337 108,060 126,275 50,681 9,778 
20,131 8,927 4,096 4,943 3,282 


$ 390 $ pissy 10S 251 ob 294 $ 334 


(2) (5) (5) (3) (4) 
(173) (107) (120) (103) (53) 

i PESO 2G ke WRI ibaa ESSE SR amid Sine 
54 41 23 Ey ra 


2 5) 5 3 4 

74 48 45 33 61 

$ 345 $ 235 aed 7s 8S 224 $ 342 
$ 52. $ 2S 52S 54 $ 56 
8,693 54135 3,399 3,649 3,016 
4,251 5,160 5,110 4,111 3,051 


Agnico-Eagle Mineral Reserve & Mineral Resource Data 


Au Tons 
Category and Zone Au(oz/t) Ag(oz/t) Cu(%) Zn(%) (000’s oz.) (00's) 
Proven Mineral Reserve 
LaRonde %.:.,. «3% ant 8h cn cee e 0.09 2.49 0.42 4.24 638 «6,848 
Bousqietiosuces kee ere ae ees 0.09 MEE Sh he cea _ 90 Ss 
Subtotal Proven Mineral Reserve ..........4.00004- 0.09 ae Lis eet OAT os ig B98 
Probable Mineral Reserve 
LaRonde UR -a. yee ates & 2 eee oo Oe ee eee 0.13 1.47 O31 2.32 4,333." “OAyIS4 
| BE 9): EBaOINA eA POEs SE MERRIE iS SURO, Rare ach Senegal ps 0.25 Be ue a eae 1,187" 4,661 
GOldex set ice. ar eases < te aoa eae pF EL CC eae meet one 0.07 on sath eels | 1,647 23,983 
Subtotal Probable, MineralwReserve we. sakes ee 0.11 7,217 63,938 
Total Proven and Probable Mineral Reserves........ 0.11 esd ae hatin Metco: 7,864 70,350 
Measured & Indicated Mineral Resource 
LaRonde:g ay acct s SRR Se ee a oe ee ean eet 0.09 0.70 0.27. 1.10 327 ig Borne 
GOldeX: thtoher eps ckebahine ible: seevouske CeO RE Re Te aera e 0.08 ney: Peary hs, er ohn getty 
Leadpate., SRA eS ce Sede Ay 6 LOU ocala ear tir) aoe 0.16 A Pen ete Ae ae 
Bousquet wits t. ts SOU San en ew oe en 0.16 A RRS 256.) mall608 
| USC) « agp ae trea rin dice egestas PRL Ht ey ain as 0.16 in er? ate. og 249 
Total Measured & Indicated Resource............. 0.11 Roe Ps a ee _ 829 _7,452 
Inferred Mineral Resource 
Ra Ronde seve sagt sce sce tees oe 0. Br ve este a ee 0.19 1.15 0.35 0.94 2,889 = 15,294 
Bousquet 90 pre ae Bee ee ee ee eres 0.27 tide bel ordy cess _ 648 2,445 
GOldex + 54 ite, Et Se Sate RR So a ne 0.06 ra eee ar. D3 eee 
Lapa ooo occa aod fo des, erat ole 6 1s eee) |« 5) Oe Rs ee ee 0.18 Sea Prete roses es _ oe 
EIMSON Ais oapcucies ose mc: Sa eae es ors ce ev 0.29 ay). tah smash aly S483 1,692 
Total Inferred’Resource’ 2.32050) 2 ssa ana oe 0.19 4,251 22,552 


A qualified person, Guy Gosselin, PEng., PGeo., LaRonde Division’s Chief Geologist, has verified the 
LaRonde exploration information disclosed in this report. The verification procedures, the quality assurance 
program and quality control procedures used in preparing such data may be found in the 2004 Mineral Resource 
and Mineral Reserve Report, Agnico-Eagle Mines Limited, LaRonde Division, dated March 26, 2004, filed 
on SEDAR. 


Agnico-Eagle Mines Ltd. is reporting mineral resource and reserve estimates in accordance with the CIM 
guidelines for the estimation, classification and reporting of resources and reserves. The effective date of each 
estimate is December 31, 2003. More recent information on exploration, mining, processing, metallurgy and 
other economic factors have also been used. The estimates disclosed in this report are based on the following 
key metal price assumptions and foreign exchange rates: gold, $325/oz; silver, $5.00/oz; copper $0.80/lb; zinc 
$0.50/lb; US$/C$=1.40. There are no known relevant issues that would materially affect the estimates. No 
independent verification of the data has been published. 


Tonnage amounts and contained metal amounts presented in the tables in this report have been rounded to 
the nearest 1000. 


18 


A mineral reserve is the economically mineable part of a measured or indicated resource demonstrated by 
at least a preliminary feasibility study. This study must include adequate information on mining, processing, 
metallurgical, economic and other relevant factors that demonstrate, at the time of reporting, that economic 
extraction can be justified. A mineral reserve includes diluting materials and allows for losses that may occur 
when the material is mined. A proven mineral reserve is the economically mineable part of a measured resource 
for which quantity, grade or quality, densities, shape and physical characteristics are so well established that they 
can be estimated with confidence sufficient to allow the appropriate application of technical and economic 
parameters, to support production planning and evaluation of the economic viability of the deposit. A probable 
mineral reserve is the economically mineable part of an indicated mineral resource for which quantity, grade or 
quality, densities, shape and physical characteristics can be estimated with a level of confidence sufficient to 
allow the appropriate application of technical and economic parameters, to support mine planning and 
evaluation of the economic viability of the deposit. 


A mineral resource is a concentration or occurrence of natural, solid, inorganic or fossilized organic 
material in or on the earth’s crust in such form and quantity and of such a grade or quality that it has reasonable 
prospects for economic extraction. The location, quantity, grade, geological characteristics and continuity of a 
mineral resource are known, estimated or interpreted from specific geological evidence and knowledge. A 
measured mineral resource is that part of a mineral resource for which quantity, grade or quality, densities, 
shape, physical characteristics, can be estimated with a level of confidence sufficient to allow the appropriate 
application of technical and economic parameters, to support mine planning and evaluation of the economic 
viability of the deposit. The estimate is based on detailed and reliable exploration, sampling and testing 
information gathered through appropriate techniques from locations such as outcrops, trenches, pits, workings 
and drill holes that are spaced closely enough to confirm both geological and grade continuity. An indicated 
mineral resource is that part of a mineral resource for which quantity, grade or quality, densities, shape and 
physical characteristics can be estimated with a level of confidence sufficient to allow the appropriate application 
of technical and economic parameters, to support mine planning and evaluation of the economic viability of the 
deposit. The estimate is based on detailed and reliable exploration and testing information gathered through 
appropriate techniques from locations such as outcrops, trenches, pits, workings and drill holes that are spaced 
closely enough for geological and grade continuity to be reasonable assumed. An inferred mineral resource is 
that part of a mineral resource for which quantity and grade or quality can be estimated on the basis of 
geological evidence and limited sampling and reasonably assumed, but not verified, geological and grade 
continuity. The estimate is based on limited information and sampling gathered through appropriate techniques 
from locations such as outcrops, trenches, pits, workings and drill holes. Mineral resources which are not mineral 
reserves do not have demonstrated economic viability. 


_ The qualified person responsible for the LaRonde II, Lapa and Goldex pre-feasibility studies is Rosaire 
Emond PEng., Regional Division’s Senior Mining Engineer. 


The qualified person responsible for the LaRonde mineral reserve and resource estimate is Guy Gosselin, 
PEng, P.Geo., LaRonde Division’s Chief Geologist. A description of the operating and capital cost assumptions, 
parameters and methods used to estimate the Penna shaft can be found in the LaRonde Division SEDAR 
disclosure cited above. Recently disclosed probable reserves, located between 9,200 ft and 9850 ft depth, are 
estimated using a grade cut-off equivalent to a minimum net smelter return of $42.90/ton. 


The qualified person responsible for the Lapa and Goldex mineral reserve and resource estimates is Marc 
H. Legault, PEng., Manager, Project Evaluations of Agnico-Eagle. 


The minimum gold grade cut-off used to evaluate drill intercepts at Goldex was 0.04 oz/ton over a minimum 
true thickness of 50 feet. The reserve was derived by evaluating a three-dimensional model of the Goldex 
Extension zone, whose gold grade was estimated using a 95% confidence interval grade calculation method, and 
then adjusting the model envelope to only include sectors with a high probability of exceeding the cut-off grade. 


In estimating the Lapa resource and reserve, a minimum gold grade cut-off of 0.15 and 0.19 oz/ton, 
respectively was used to evaluate drill intercepts that have been adjusted to respect a minimum mining width of 
9.2 ft. The estimate was derived using a three dimensional block model of the deposit; the grades were 
interpolated using the inverse distance power squared method. 
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The qualified person responsible for the Bousquet and Ellison mineral reserve and resource estimates is 
Normand Bédard P.Geo., Regional Division’s Senior Geologist. In estimating the Bousquet and Ellison mineral 
resource and reserve, a minimum gold grade cut-off of 0.09 oz/ton was used to evaluate drill intercepts that have 
been adjusted to respect a minimum mining width of 9.8 ft. The estimate was derived using a combination of 
three dimensional block modeling (grades were interpolated using the inverse distance power squared method) 
for certain zones and for other zones, by the polygonal method on longitudinal sections. A portion of the 
resource estimate is based on estimates reported when the Bousquet I mine closed in 1996. The resource was 
reviewed and reclassified using the CIM definition and guidelines. This information is of a good quality and is 
considered reliable. 
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MANAGEMENT?’S RESPONSIBILITY FOR FINANCIAL REPORTING 
AGNICO-EAGLE MINES LIMITED 


The accompanying financial statements of Agnico-Eagle Mines Limited and all the information in this 
annual report are the responsibility of management and have been approved by the Board of Directors. 


The financial statements have been prepared by management in accordance with Canadian generally 
accepted accounting principles. Where alternative accounting methods exist, management has selected those it 
considered to be the most appropriate in the circumstances. The financial statements are not precise, since they 
include amounts based on estimates and judgments. Management has determined such amounts on a reasonable 
basis in order to ensure that the financial statements are presented fairly, in all material respects. Management 
has prepared the financial information presented elsewhere in the annual report and has ensured that it is 
consistent with that in the financial statements. 


Agnico-Eagle Mines Limited maintains systems of internal accounting and administrative controls of high 
quality, consistent with reasonable cost. Such systems are designed to provide reasonable assurance that the 
financial information is relevant, reliable and accurate and that the Company’s assets are appropriately 
accounted for and adequately safeguarded. 


The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial 
reporting and is ultimately responsible for reviewing and approving the financial statements. The Board of 
Directors carries out this responsibility principally through its Audit Committee. 


The Audit Committee is appointed by the Board of Directors and all of its members are independent 
directors. The Audit Committee meets periodically with management, as well as the external auditors, to discuss 
internal controls over the financial reporting process, auditing matters and financial reporting issues, to satisfy 
itself that each party is properly discharging its responsibilities, and to review the annual report, the financial 
statements and the external auditors’ report. The Audit Committee reports its findings to the Board of Directors 
for consideration when approving the financial statements for issuance to the shareholders. 


The Audit Committee also considers, for review by the Board of Directors and approval by the 
shareholders, the engagement or re-appointment of the external auditors. 


The financial statements have been audited by Ernst & Young LLP, the external auditors, in accordance 
with Canadian generally accepted auditing standards and United States generally accepted auditing standards on 
behalf of the shareholders. Ernst & Young LLP has full and free access to the Audit Committee. 


hauler bon 


Sean Boyd, C.A. David Garofalo, C.A. 
President and Vice President, Finance and 
Chief Executive Officer Chief Financial Officer 


Toronto, Canada, 
February 24, 2004 
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AUDITORS’ REPORT 


To the Shareholders of Agnico-Eagle Mines Limited: 


We have audited the consolidated balance sheets of Agnico-Eagle Mines Limited as at December 31, 2003 
and 2003 and the consolidated statements of income (loss), deficit and cash flows for each of the years in the 
three-year period ended December 31, 2003. These financial statements are the responsibility of the Company’s 
management. Our responsibility is to express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with Canadian generally accepted auditing standards and 
United States generally accepted auditing standards. Those standards require that we plan and perform an audit 
to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. 
An audit also includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation. 


In our opinion, these consolidated financial statements present fairly, in all material respects, the financial 
position of the Company as at December 31, 2003 and 2002 and the results of its operations and its cash flows 
for each of the years in the three-year period ended December 31, 2003 in accordance with Canadian generally 
accepted accounting principles. 


We also reported separately on February 24, 2004 to the shareholders of Agnico-Eagle Mines Limited, on 
our audit, conducted in accordance with Canadian generally accepted auditing standards and United States 
generally accepted auditing standards, where we expressed an opinion without reservation on the December 31, 
2003 and 2002 consolidated financial statements, prepared in accordance with United States generally accepted 
accounting principles. 


As described in the “Summary of Significant Accounting Policies — Stock-based compensation”, the 
Company changed its method of accounting for stock-based compensation effective January 1, 2003. 


Ernet « eae LP 


Ernst & Young LLP 
Chartered Accountants 
Toronto, Canada, 
February 24, 2004 
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AGNICO-EAGLE MINES LIMITED 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


These consolidated financial statements of Agnico-Eagle Mines Limited (“Agnico-Eagle” or the “Company’’) 
are expressed in thousands of United States dollars (“US dollars’), except where noted, and have been prepared 
in accordance with Canadian generally accepted accounting principles (“CDN GAAP”). We have also prepared 
consolidated financial statements in accordance with United States generally accepted accounting principles. 
Since a precise determination of many assets and liabilities depends on future events, the presentation of 
consolidated financial statements for a period necessarily involves the use of estimates and approximations. 
Actual results may differ from such estimates and approximations. The consolidated financial statements have, 
in management’s opinion, been prepared within reasonable limits of materiality and within the framework of the 
significant accounting policies referred to below. 


Basis of consolidation 


These consolidated financial statements include the accounts of the Company and all its subsidiaries. Prior 
to October 15, 2001, Agnico-Eagle consolidated its 49.5% direct and indirect ownership interest in Mentor 
Exploration and Development Co., Limited (“Mentor”) on the basis of the Company’s ability to determine its 
strategic operating, investing and financing policies. Effective October 15, 2001, Mentor was amalgamated with 
the Company under a court approved plan of arrangement to continue as Agnico-Eagle Mines Limited. 


The cost of the Company’s own shares held by Mentor had been presented in the consolidated balance 
sheet as a reduction of shareholders’ equity. Changes in the Company’s own shares held by a subsidiary company 
resulted from purchases and sales of Agnico-Eagle’s shares by Mentor. 


Agnico-Eagle recognizes gains and losses on the effective disposition of interests in associated companies 
arising when such associated companies issue treasury shares to third parties. Gains and losses are recognized 
in income. 


As a result of issuances of stock by its subsidiary company, Sudbury Contact Mines Limited (“Sudbury”), 
the Company’s interest in Sudbury has been diluted to below 50% during the year. The Company therefore no 
longer consolidates the results of Sudbury but accounts for its investment using the equity method of accounting 
as the Company is no longer able to determine Sudbury’s strategic, operating, investing and financing decisions. 
The Company reports its share of losses in Sudbury as a separate line item in the financial statements. The 
Company began using the equity method to account for its interest in Sudbury on September 1, 2003. 


Cash and cash equivalents 


Cash and cash equivalents include cash on account and short-term investments in money market 
instruments with original maturities of three months or less at the date of purchase. Short-term investments are 
carried at cost, which approximates market value. 


Inventories 
Inventories consist of ore stockpiles, in-process concentrates and supplies. 


Ore stockpiles represent coarse ore that has been mined and is available for further processing. Stockpiles 
are measured by estimating the number of tons, contained ounces (based on assays) and recovery percentages 
(based on actual recovery rates achieved for processing similar ore). Specific tonnages are verified and 
compared to original estimates once the stockpile is milled. Stockpiles are not intended to be long-term 
inventory items and therefore are generally processed within twelve months of extraction. Ore stockpiles are 
valued at the lower of mining costs and net realizeable value incurred up to the point of stockpiling the ore, 
including amortization relating to the mining operations. 


In-process inventories consist of concentrates for which legal title has not yet passed to custom smelters. 
In-process inventories are measured based on assays of the processed concentrates and are valued based on the 
lower of net realizeable value and the mining and milling costs associated with extracting and processing the ore. 
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AGNICO-EAGLE MINES LIMITED 
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Supplies, consisting of mine stores inventory, are valued at the lower of average cost and replacement cost. 


Deferred financing costs 


Deferred financing costs, which are included in other assets on the consolidated balance sheets and relate to 
the Company’s revolving credit facility, are being amortized to income over the term of the related obligations. 
If the holders of the Company’s convertible debentures exercise their conversion option, the common shares 
issued on such conversion will be recorded at an amount equal to the aggregate of the carrying value of the 
long-term liability and the conversion option extinguished, net of the associated financing costs, with no gain or 
loss being recognized in income. 


Mining properties, plant and equipment and deferred expenditures 


Significant payments related to the acquisition of land and mineral rights are capitalized as mining 
properties at cost. If a mineable ore body is discovered, such costs are amortized when production begins, using 
the unit-of-production method, based on estimated proven and probable reserves. If no mineable ore body 
is discovered, such costs are expensed in the period in which it is determined the property has no future 
economic value. 


Expenditures for new facilities and improvements that can extend the useful lives of existing facilities are 
capitalized as plant and equipment at cost. Interest costs incurred, prior to the commencement of commercial 
production for projects specifically financed by debt, are capitalized. 


Agnico-Eagle records depreciation on plant and equipment used in commercial production on a 
unit-of-production basis based on the estimated proven and probable ore reserves of the mine, which does not 
exceed 20 years. Repairs and maintenance expenditures are charged to income as production costs. Assets under 
construction are not depreciated until the end of the construction period. Upon commencement of commercial 
production, the capitalized construction costs are transferred to the various categories of plant and equipment. 


Mineral exploration costs are charged to income in the year in which they are incurred. When it is 
determined that a mining property can be economically developed as a result of established proven and probable 
reserves, the costs of further exploration and development to further delineate the ore body on such property 
are capitalized. Determination as to the establishment of proven and probable reserves is based on results of 
final feasibility studies, which indicate whether a property is economically feasible. Upon commencement of the 
commercial production of a development project, these costs are transferred to the appropriate asset category 
and are amortized using the unit-of-production method mentioned above. Deferred expenditures, net of salvage 
values, relating to a property which is abandoned or considered uneconomic for the foreseeable future, are 
written off. 


The carrying values of mining properties, plant and equipment and deferred expenditures are reviewed 
periodically, when impairment factors exist, for possible impairment, based on the future undiscounted net cash 
flows of the operating mine and development property. If it is determined that the estimated net recoverable 
amount is less than the carrying value, then a write down to the estimated net recoverable amount is made with a 
charge to income. Estimated future cash flows of an operating mine and development properties include 
estimates of recoverable ounces of gold based on the proven and probable reserves of the mine, and gold prices 
(considering current and historical prices, price trends and related factors), production levels, capital and 
reclamation costs, and related income and mining taxes, all based on detailed engineering life-of-mine plans. 
Cash flows are subject to risks and uncertainties and changes in the estimates of the cash flows could affect the 
recoverability of long-lived assets. 


Financial Instruments 


Agnico-Eagle employs derivative financial instruments, primarily option contracts, to manage exposure to 
fluctuations in metal prices, interest rates and foreign currency exchange rates. Agnico-Eagle does not hold 
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financial instruments or derivative financial instruments for trading purposes. Net premiums and the fair value 
of all call options written are recognized in income. 


Foreign currency derivative financial instruments are used to hedge the effects of exchange rate changes on 
identified foreign currency exposures. Items hedged by foreign currency contracts are translated at contract rates 
and gains or losses on these contracts are recorded as part of the related transactions, for which they are 
designated as hedges. 


Cash flows arising in respect of hedging transactions are recognized under cash flows from operating 
activities. 


Revenue recognition 


Revenue from concentrates is recognized when legal title passes to the custom smelters and is valued on an 
estimated net realizable value basis. Periodic adjustments on the final settlement of concentrates previously sold 
to smelters are included in revenue as soon as the amount can be reasonably determined. Revenue from gold 
and silver in the form of doré bars is recorded when the refined gold and silver are sold and are also included in 
revenues from mining operations. 


Revenues from mining operations consist of gold and byproduct revenues, net of smelting, refining and 
marketing charges. 


Foreign currency translation 


Monetary assets and liabilities of Agnico-Eagle’s operations denominated in a currency other than US 
dollars are translated into US dollars using the exchange rate in effect at the year end. Non-monetary assets and 
liabilities are translated at historical exchange rates while revenues and expenses are translated at the average 
exchange rate during the year, with the exception of amortization, which is translated at historical exchange 
rates. Exchange gains and losses are included in income except for gains and losses on foreign currency contracts 
used to hedge specific future commitments in foreign currencies. Gains and losses on these contracts are 
accounted for as a component of the related hedged transactions. 


Reclamation costs 


Estimated future reclamation costs are based primarily on legal environmental and regulatory 
requirements. The costs of Agnico-Eagle’s active mining operations are accrued, on an undiscounted basis, as a 
production cost, on a unit-of-production method based on the proven and probable reserves. Future reclamation 
costs for the Company’s inactive mines are accrued based on management’s best estimate of the costs at the end 
of each period, comprising costs expected to be incurred at a site, on an undiscounted basis. Such cost estimates 
include, where applicable, ongoing care and maintenance and monitoring costs. Changes in estimates are 
reflected in income in the period an estimate is revised. 


Income and mining taxes 


Agnico-Eagle follows the liability method of tax allocation for accounting for income taxes. Under this 
method of tax allocation, future income and mining tax bases of assets and liabilities are measured using the 
substantively enacted tax rates and laws expected to be in effect when the differences are expected to reverse. 


From time to time, the Company issues flow-through shares to finance some of its exploration activities. 
Common shares of the Company are issued for cash at the market price in exchange for Agnico-Eagle giving up 
the tax benefits arising from the exploration activities. Agnico-Eagle records such common share issuances by 
crediting share capital for the full value of cash consideration received. The cost of the future income and 
mining tax benefits arising at the time Agnico-Eagle renounces the income and mining tax deductibility of the 
eligible expenditures to the investors are accounted for as a share issue cost. 
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Stock-based compensation 


Agnico-Eagle has two stock-based compensation plans. The Employee Stock Option Plan is described in 
note 7(a) and the Incentive Share Purchase Plan is described in note 7(b) to the consolidated financial 
statements. 


On January 1, 2002, the Company adopted the new recommendations of the Canadian Institute of 
Chartered Accountants (“CICA’) Handbook Section 3870, “Stock-based compensation and other stock-based 
payments” (“Section 3870’). Section 3870 requires prospective application of its recommendations for stock- 
based grants after January 1, 2002. Based on the requirements of Section 3870, accounting for the Company’s 
stock-based compensation results in recording no compensation expense. All options granted under this plan 
had an exercise price equal to the market value of the underlying stock on the date of grant. Pro-forma fair value 
disclosures assume that the estimated fair value of options would be amortized to expense over the options’ 
vesting period. Any consideration paid by employees on exercise of stock options or purchase of stock is credited 
to share capital. 


Effective January 1, 2003, the Company prospectively adopted fair value of provision of Section 3870. These 
provisions recommend the expensing of stock option grants after January 1, 2003. The standards recommend 
that the fair value of stock options be recognized in income over the applicable vesting period as a compensation 
expense. Any consideration paid by employees on exercise of stock options or purchase of stock is credited to 
share capital. 


Pension costs and obligations and post retirement benefits 


Prior to July 1, 1997, Agnico-Eagle had a defined benefit plan for its salaried employees, which was 
substantially converted to a defined contribution plan. In addition, Agnico-Eagle provides a non-registered 
supplementary executive retirement defined benefit plan for its senior officers. The executive retirement plan 
benefits are generally based on the employees’ years of service and level of compensation. Pension expense 
related to the defined benefit plan is the net of the cost of benefits provided, the interest cost of projected 
benefits, return on plan assets and amortization of experience gains and losses. Pension fund assets are 
measured at current fair values. Actuarially determined plan surpluses or deficits, experience gains or losses and 
the cost of pension plan improvements are amortized on a straight-line basis over the expected average 
remaining service life of the employee group. 


Agnico-Eagle maintains a defined contribution plan covering all its employees. The plan is funded by 
Company contributions based on a percentage of earnings for services rendered by employees. 


The Company does not offer any post retirement benefits to its employees. 


Earnings per share 


The Company uses the treasury stock method to compute earnings per share. Under the treasury stock 
method, the exercise of stock options is assumed to occur at the beginning of the period or at the time of 
issuance, if later, and the proceeds from the exercise of these stock options are assumed to be used to repurchase 
common shares of the Company at the average market price during the period and the incremental shares (the 
difference between the number of shares assumed issued and the number of shares assumed purchased) are 
included in the denominator of the diluted earnings per share computation. Under the imputed earnings 
approach, the proceeds are assumed to be invested to earn a return. 


Basic earnings per common share are calculated on net income using the weighted average number of 
shares outstanding during the financial period. The Company’s convertible subordinated debentures are 
considered to be anti-dilutive for purposes of earnings per share calculations. 


Comparative figures 


Certain items in the comparative consolidated financial statements have been reclassified from statements 
previously presented to conform to the presentation of the 2003 consolidated financial statements. 
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BALANCE SHEET 
(thousands of United States dollars, CDN GAAP basis) 


ASSETS 
Current 
ea A CASI CITIRY HUCINES 7 det A eae EV sp ce oid sient cp.c.ndtyensae avait ee ales \w x donee ne § 
Beet otseayantine settlement, (NOte Ui iy are es-teNe si Suaia ees side Ate, eles ojos ie een wie 
Pecan AG TAININ GT LAXCS- TOCOVELABIG® fis. 5 ne ses set vic SRA 8 ae etl and ww o oles ales 
Inventories: 
ESO CRDUCS Sy regen! Aor te eee tte UTR CLA Sia emcee al Soni & alia asl avgi titer ede 
E PRERE OC ESS UNE EL, RAL aS) SU RDNA Sto A ce ch alt aklts ahha so ove a veKtn La sh Ala tie an aa 
Raa Pic Smear Pree ts Paar 45 RA PRM eee MEE Sc alec 2. w bw. 9) dapat: moaahtuceal Sages s, sysierlal-e Wels 
Bee MCLCRPERSCStANGMOUNer (NOLEs2 (a) )\<.. sicuccss Aas shia Ghs Gale W Gye b-evsinw: » dtyancsnubiin agsnaeaanling 


SeteCEE SELES 1 PRASSCLS LWW eA oS 2 hen Se tye Re od Moshe aw etna daa eitepe lod a bec aben hays 
Pump N tS ECOSUN BRL > Bile sh Red dh deme ieds o sipasivow<die sede Wer owed Suede ysken na-ke-sanap ees es oneus ae 
Berne anewite and MUNnny tax ASSCtS: (NOE 8). 2...2 6. conic dash chee ah siecestenr ees ewedbaciorn eoapge 
RUNES EBLE (TOCCOA afer ini hugiea get heuayegs feral Panay Aes LSueneh Sten steal deneeemanens dos ei «rrehes 


LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current 
mecounisspayavie andvaccrued tabiities’ |. 2... ol. ave sls cle voce Muciew ois Oe a de see 
MPVS CRU S PAVADIC LAC Rl Ryaik ix shes b<0 2 shee le Pau ciahenaraty siagdeorahatorstots GUM Meee hoe kiraiee 
MACON AVUTMNIN CA AKOS. PAVAOIE bois lacrat withered the Be Malic! whofagenoaustance ao Bake hie ta ala bates 
MCLOCRUAVADIC. |, RteRNe oo eudieste Witenes t ataha Palak a) ahah ake ake a he LRN SACS NA me ea a 


aM MCRL EVIE IADLCLO Sure eth 75 tinct s) diate, fonems Sake her ecakstenad Adm a cteeemaniecrananeels scitacaeesace Sod 
one -termsigent (Otte 4). LF. eS ns SE te ees Pas tr Pade 
Reciamarion provision and other liabilities (moter). = Tio ae eel eee ee le weve he 
Pomiremncome., and mining, tax habilifies: (Note 8) 2.0. eens 4 pera oa se le ele ewe ker 


Shareholders’ Equity 

Common shares (note 6(a)) 

Authorized — unlimited 
issped — 84,469,804 (2002 83,636,561) 2c oc) eh ee eee ae, au sed = 
Convertible: subordinated, debentures (note: 4(a)). 1a aaa. cree eet ates Sto inte sasre cs gas 
Omer paid-in capital: (mote A(a)) eg 5 pa siesie isi e aisnne te, een Re nee ese Soha as oh ne B88 
Warhanie (note OG) ) 5.5 S28. 2's.5 Sa, Saree iw i ouaea ena aupie ems wi Rt cae smc ls 
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On behalf of the Board: 


As at December 31, 
2003 2002 


$110,365 $152,934 
34,570 29,749 
7,539 2,900 


6,557 — 
1,346 O17, 
6,276 4,703 
8,187 7-510 


174,840 203,779 
12,309 8,951 
42,863 Nips pas 

401,744 356,409 


$631,756 $592,068 


$ 29,915 $ 15,246 
3,327 3,013 

ae 954 

3,161 1,873 


36,403 —- 21,086 


12,298 4,314 
41,302 23,819 


450,945 441,363 
95,057 91,465 
55,028 55,028 
15,732) | 15,732 

5,560 5,560 

(80,569) (66,299) 


541,753 542,849 
$631,756 $592,068 


Mhuted ee ae 


Sean Boyd C.A., Director Bernard Kraft C.A., Director 


See accompanying notes 
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AGNICO-EAGLE MINES LIMITED 
STATEMENT OF INCOME (LOSS) 
(thousands of United States dollars, CDN GAAP basis) 


Years ended December 31, 


2002 2001 


$107,781 $93,677 
2,038 1,784 


109,819 95,461 


76,926 65,789 
3,766 6,391 


12,606 10,679 
5,781 4,461 
829. 1,551 
1,984 14,618 
(974) (336) 


8,901 (7,692) 
6,184 _ 


15,085 (7,692) 
723 


949 
939 (760) 


$ 13,197  $(7,655) 


2003 

REVENUES 
Revenues from mining operations? iF 60:27. oe oe es ea eee $126,820 
Interest. and sundry income'4 hac. oh. 28 2s aor ce a te eee ces ___ 2,429 

129,249 
COSTS AND EXPENSES 
Production (note;3) (ivsles sis soem outer ea Geen ae ener eee 105,654 
Exploration and corporate development (note 3)... 8. 2 an eee pe ee 5,975 
Equity Joss in junior exploration; company 2. ts een ee eet 1,626 
Amortization ae 2... Shs cedar cee creer ee ee ee ee eee 17,504 
Generalvandtadministrativenacewomee aici a- aoe Le cae 7,121 
Capital tax ress 35. 28 2's toca ease pat cnekens Core uton esac: kek ob ae, eae ie ee 1,240 
Interest ((Note-4). ow. accor s doen ayy Sakon, ance coed oe cc ie i ee 2,179 
POteignCUrLENCY att: sec suk Ses, he ie oe eee de eee (56) 
Income’ (loss) before: the: undernoted] he <5 ees oe Oe (11,994) 
Gain on settlement of senior convertible notes (note 4(a))................. — 
Dilution, gain. on issuance of shares by subsidiaty.qon ayieer? soe ees 4,499 
Income. (loss) before income ‘and anining faxes. 00) moyen ee ee (7,495) 
Federal capital tax ont 27 gets ss ee ue eee ee 1,090 
Income and‘mining tax expense (recovery) (motes) inne. ne gee ce (1,123) 
Net;income i(loss) for. the, year..; 3), cheers cere tere nenee eee oe eee eee $ (7,462) 
Net income (loss) per share — basic and diluted (note 6(d)) ............... $ (0.17) 


$ 0.07  $ (0.12) 


See accompanying notes 
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AGNICO-EAGLE MINES LIMITED 
STATEMENT OF DEFICIT 
(thousands of United States dollars, CDN GAAP basis) 


Years ended December 31, 


2003 
Deficit 
Peatance bosinning.ob year.(as reported)! 6.9. ee ee ee bh ee $ (66,299) 
Change in accounting policy with respect to foreign currency translation .. . — 
mance, Decinning Ol year (as adjusted): 45.4: .iserds 6 hate halle e nee (66,299) 
ee COML GOSS) mOl tie years hs nae oA oe oe meee ets et eS (7,462) 
(73,761) 


Dividends declared (2002 — US$0.03 per share; 
Peet SO O2. Der SHALE) (23.75 dons ie wre, ayaa bane y REAR AAS SURI DE ale (2,534) 


Interest on convertible subordinated debentures, net of tax............. (4,003) 
EM TENOMISUS 60 fox Sor Me cess ih sv col Otis ar Ades) Sh seeyigNe, AB KO Ban nlc. is Gans _ 
EE TECR GR ALTATIUISEUICTCOSIG cco his ine Gis ate ae cde 0 bs palin oe nheiaine. aces ee (271) 
Gain on settlement of senior convertible notes (note 4(a)) ............. — 
US Spey (aia Mal SSO) 5 Cuan ale aay Pag SE ri vlan Meares ome UE $ (80,569) 


2002 2002 


$(58,490) $(38,639) 
ae Aa 5,045) 


(58,490) (43,984) 
13,197 (7,655) 


(45,293) (51,639) 


(2,509) (1,354) 
(7,847) = 
(5,321) = 
(9,162) (5,497) 
3,833 = 


$(66,299) $(58,490) 


See accompanying notes 
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AGNICO-EAGLE MINES LIMITED 
STATEMENT OF CASH FLOWS 


(thousands of United States dollars, CDN GAAP basis) 


Operating activities 

Net income (loss) for the year 

Add (deduct) items not affecting cash from operating activities: 
Amortization 
Future income and mining tax provisions 
Gain on settlement of senior convertible notes 
Unrealized (gain) loss on derivative instruments 
Dilution gain on issuance of shares by subsidiary 
Amortization of deferred financing costs, reclamation and other 


Premiums received (paid) on metals, interest rates and foreign currency option contracts .. . 


Changes in non-cash working capital balances 
Metals awaiting settlement 
Inventories 
Prepaid expenses and other 
Accounts payable and accrued liabilities 
Income and mining taxes recoverable and payable 
Interest payable 


Cash flows provided by (used in) operating activities 


Investing activities 
Additions to mining properties 
Additions to investments and other 


Financing activities 
Dividends paid 
Common shares issued 
Interest on Convertible debentures charged to deficit 
Warrants issued 


Proceeds from long-term debt (note 4(a)) 
Financing costs 


Repayment of senior convertible notes (note 4(a)) 
Bank debt 


Net increase (decrease) in cash and cash equivalents 
Cash and cash equivalents, beginning of year 


Cash and cash equivalents, end of year 


See notes 4, 8 and 10 for supplemental cash flow information 


See accompanying notes 
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Years ended December 31, 


2003 2002 2001 
$ (7,462) $ 13,197  $(7,655) 
17,504 12,606 10,679 
1,414 1300 1,441 
— (6,184) = 
(2,693) de — 
(4,499) ue ze 
327 213 «7,894 
4,591 21,132 ~—-12,359 
= (56) 73 
(4,821) (8,740) (5,774) 
(3,559) (1,546) (2,553) 
447 (15) (154) 
17,414 8,328 (7,765) 
(4,639) (2,549) 429 
__ 1,288 (179) _—(794) 
10,721 16,375 (4,179) 
(42,038) (64,836) (36,278) 
(10,438) (1,773) —(278) 
(52,476) (66,609) (36,556) 
(2,431) (1,344) ~—(1,114) 
8,141 193,784 87,704 
(6,468) = = 
a Sar on 
(271) (9,162) (5,497) 
— 143,750 37,500 
— | (85290) Oa 
— (122,169) (75,000) 

— — (30,000) 
as Le eee 
(1,029) 182,062 48,567 
215 (74) (558) 
(42,569) 131,754 7,274 
152,934 21,180 13,906 
$110,365 $152,934 $21,180 


AGNICO-EAGLE MINES LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


METALS AWAITING SETTLEMENT 


2003 2002 
Ercciousamelasme tts Eee Pace Coe ee ee eee MONT ee ie ee ae ort, cen ence es ee ees $ 1,327 $ 2,856 
Wonicettratesrawalling sctlementien congo 4 coer aan one cine: Site a cies CaeN ae) Clemens SEG ore 8, 8 sn ou Mae serntels 33,243 26,893 


$34,570 $29,749 


In 2003, precious metals (gold and silver) accounted for 83.7% (2002 — 87.7%; 2001 — 79.8%) of Agnico-Eagle’s revenues from mining 
operations. Other net byproduct revenues in 2003 consisted of 11.2% zinc (2002 — 12.3%; 2001 — 20.2%) and 5.1% copper 
(2002 — nil; 2001 — nil). 

OTHER ASSETS 


(a) Prepaid expenses and other 


2003 2002 
Marketable securities — market value $4,426 (2002 — $3,886) ......... 20. e cece eee ee ees $ 2,250 $ 2,328 
Prépaidiexpenses:.4.)s) ats ee, Be ai tee ok SER RG Oe RS SU A At thd) PG Be ale 1,269 824 
SANS TTECCIVADICE. war anerer wets.) clots: Shs SP red 0s. Sr. PS AG SRLS ee: SI EE BAS. EMSRS 540 465 
Rederalzandprovincial: sales taxes.recoverable: thee cis semncest tasers cls week) 2 aie hive aie! euler RNS 3,499 3,716 
OUDer Pia bey sc WS as at tn Bere ele Sean te BS lait hey Oe et owatoh St ad Eidaite, ona 629 243 


$ 8,187 $ 7,576 


(b) Other assets 


2003 2002 
Premiumsipaidion metals‘andi interest rate option contractsijcf-s-y-newal expense) isis Blonds =a ts totals 5,352 4,413 
Deferred financing costs, net of accumulated amortization of $1,257 (2002 — $622)............... 3,823 4,003 
Eanito Sudbury:Contacth Mines Limited 23 Faas ames signees ohh ee eet ces ales rei chs ss 6) 2 2,739 — 
Other Fee ie a id Ae Sag ee Ges i ie ae oe et eee ea) creas aaeatash oy a sty’ oh 395 535 


MINING PROPERTIES 


2003 2002 
Accumulated Net Book Accumulated Net Book 
Cost Amortization Value Cost Amortization Value 
Mininptproperties® s.y.1a ) sees erate ence $ 66,596 $ 10,289 $ 56,307 $ 45,706 $ 8,335 $ 37,371 
Blantangvequipmenters <tr teres 260,752 62,426 198,326 239,397 54,608 184,789 
ID CICETECeXPENCItITES \o1 eects ie rete ere che 181,661 34,550 147,111 161,067 26,818 134,249 
$509,009 $107,265 $401,744 $446,170 $89,761 $356,409 


Included in exploration expense in 2001 is the Company’s write-off of its investment in the Tonkin Springs project of $1.6 million and 
the payment of $0.7 million for environmental restoration costs. On March 1, 1999, Sudbury Contact acquired a 60% interest in Tonkin 
Springs, an advanced exploration property on the Battle Mountain-Cortez Gold Trend in Nevada, for $1.6 million. The remaining 40% 
ownership interest was owned and controlled by U.S. Gold Corporation, an unrelated gold exploration company based in the 
United States. Effective October 18, 2001, management determined that this project was not viable under the current gold price 
environment and elected, under the management and operating agreement with U.S. Gold Corporation, to exit the Tonkin Springs 
project as the project manager and relinquish its entire ownership interest in Tonkin Springs. The Company’s obligation with respect to 
environmental and regulatory requirements was fully satisfied by the payment of $0.5 million in additional environmental bonding and 
$0.2 million to an independent consultant under an escrow agreement for future environmental restoration work. 
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AGNICO-EAGLE MINES LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


MINING PROPERTIES (Continued) 


The Company’s El Coco property (“El Coco”), located adjacent to and immediately east of the Company’s LaRonde Mine, is subject to 
a royalty interest payable to Barrick Gold Corporation. The El Coco royalty, on production from an area that extends 500 metres from 
the property boundary with the LaRonde Mine, consists of a 50% net profits interest (“NPI’’), which is defined as net revenues from the 
sale of minerals produced from the property less the pro-rated portion of the production costs and allowable direct and common capital 
expenditures related to the exploration and development of the property. The remaining area of the El Coco property is subject to a 4% 
net smelter return royalty (defined as gross revenues from the sales of minerals less applicable refining, selling and delivery costs and 
applicable taxes). During 2003, the Company made NPI royalty payments of $8.9 million (2002 — $12.0 million; 2001 — $5.4 million). 


LONG-TERM DEBT 


(a) Convertible subordinated debentures 


(b 


wm 


On February 15, 2002, Agnico-Eagle issued $143.8 million aggregate stated amount at maturity of convertible subordinated 
debentures due February 15, 2012 for net proceeds of $138.5 million after deducting underwriting commissions of $4.3 million and 
other issue costs of $1.0 million. The debentures bear interest of 4.50% per annum on the principal amount payable in cash 
semi-annually. The debentures are convertible to common shares of Agnico-Eagle at the option of the holder, at any time on or 
prior to maturity, at a rate of 71.429 common shares per $1,000 principal amount. The debentures are redeemable by Agnico- 
Eagle, in whole or in part, at any time on or after February 15, 2006 at a redemption price equal to par plus accrued and unpaid 
interest. The Company may redeem the debentures in cash or, at the option of the Company, by delivering freely tradeable 
common shares. 


The fair value of the conversion option associated with the senior convertible notes on the date of issuance was $55.0 million and is 
reflected as “Other paid-in capital”. The fair value of Agnico-Eagle’s obligation to the convertible debenture holders for the 
principal and interest payments, at the time of issuance of $88.8 million, is included as a component of shareholders’ equity. 
Interest costs related to the convertible debentures are charged to deficit as incurred, but are included as a component of the 
Company’s net income (loss) for purposes of calculating income (loss) per share. 


On February 18, 2002, the Company’s January 27, 2004 senior convertible notes were called for redemption. This transaction 
resulted in a gain of $8.7 million, net of related income taxes of $2.2 million, of which $3.8 million (related taxes of $0.9 million) 
was credited to deficit and $4.9 million (related taxes of $1.3 million) was recognized in income. 


Revolving credit facility 


The revolving credit facility (the “Facility”) with a syndicate of banks provides the Company with up to $125 million of revolving 
debt. Under the terms of the Facility, which is primarily secured by a first charge on the Company’s LaRonde Mine and the 
El Coco property, an initial tranche of $100 million is currently available and a second tranche of $25 million will also be made 
available upon satisfaction of certain completion tests in connection with the LaRonde Mine expansion to 7,000 tons of ore per day. 
The Facility is fully revolving until the end of 2004, at which time the drawn portion of the Facility will begin to amortize at annual 
rates of 25%, 32.5%, 20%, 12.5% and 10% in the years 2004 to 2008, respectively. The interest rate under the Facility currently is 
LIBOR plus 2.25% per annum and a standby fee of 1% per annum on any undrawn portion of the Facility. At the end of 2003 and 
2002, the Facility was completely undrawn. 


For the year ended December 31, 2003, interest expense was $2.2 million (2002 — $2.0 million; 2001 — $12.9 million) of which cash 
payments were $1.5 million (2002 — $24.4 million; 2001 — $10.4 million). Approximately $19 million of the cash interest payments 
in 2002 were in connection with the redemption of the Company’s January 27, 2004 senior convertible notes. In 2003, cash interest 
on the Facility was nil, (2002 — $1.3 million; 2001 — $9.1 million) and cash standby fees on the Facility were $1.2 million (2002 — 
$1.0 million; 2001 — $1.0 million). In 2003, cash interest on the Facility of nil (2002 — $2.3 million; 2001 — nil) was capitalized in 
construction in progress. Weighted average interest rate for the year ended December 31, 2003 was 6.4% (2002 — 7.6%; 
2001 — 6.1%). 


In 2003, the Company was unable to achieve its completion test and was in default of its interest coverage covenants. Given that the 
Facility was completely undrawn throughout 2003, these were technical violations which were waived by all the banks in the lending 
syndicate for the third and fourth quarters of 2003. 
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AGNICO-EAGLE MINES LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


RECLAMATION PROVISION AND OTHER LIABILITIES 


Reclamation provision and other liabilities consist of the following: 


2003 2002 
Reclamaonand ClOSsurescOsts,(NOteud) co vek) ieee ci oe mera Meee a, emereaectcy. e eiraxMey rede a crsmanciione sf $ 9.279 $2,066 
pensionspenentsy (note bikers, .ae were eee. APS aces Aa: «= EM « | Me aA 2 SRO Mw 3,019 2,248 


(a) 


(b) 


$12,298 $4,314 


Reclamation and closure costs 


Under mine closure plans submitted to the Minister of Natural Resources in Quebec, the estimated future reclamation costs for the 
LaRonde and Bousquet mines are approximately $17.0 million and $2.7 million respectively. These reclamation estimates are based 
on current legislation and there can be no assurance that the Minister of Natural Resources will not impose additional reclamation 
obligations with higher costs. All of the accrued reclamation and closure costs are long-term in nature and thus no portion of these 
costs has been reclassified to current liabilities. The Company does not currently have assets that are restricted for the purposes of 
settling these obligations. 


Pension benefits 


Effective July 1, 1997, Agnico-Eagle’s defined benefit pension plan for active employees was converted to a defined contribution 
plan. Employees retired prior to that date remain in the defined benefit pension plan. In addition, Agnico-Eagle also provides a 
non-registered executive supplementary defined benefit plan for certain senior officers. The funded status of Agnico-Eagle’s 
defined benefit employees’ pension plan is based on an actuarial valuation as of December 31, 2002 and projected to December 31, 
2003. The funded status of the executive supplementary defined benefit plan is based on an actuarial valuation as of July 1, 2003 
and is projected to December 31, 2003. The components of Agnico-Eagle’s defined benefit expense are as follows: 


2003 2002 2001 


Senvice:cosi—benelits,carmedudunint athe Ved kami: riereies etme cere ea eee eee one $263 $210 $194 
PACUU ATI AL OSSCS Wes eacacus arate star sc) Ges Re Uen ts ots ea Peiac Na Re eae iee ane ean el = cits Sige 26 — — 
Interest.costion! projected’ benefit oblication 2.1, .2405 seettewats eeien eel ibey sient sissy seta 419 348 312 
Returnvone planvassets awd ei eG <cyo-ayeh e au te aM eh eee Cee eteel Ue: Sher ewe hoor MERE Se a mera, EORTC, (127) (125) (162) 
Amortization of net transition asset, past service liability and net experience gains ............ 58 (138) 52 
INetpension, planjexpense.s. ag. see ier at tise, chm seks) stems ACME dl pee RaReMae. nol yiaw.t ts) hers ele $ 639 $ 295 396 


Agnico-Eagle contributes 5% of its payroll expense to a defined contribution plan. The expense in 2003 was $1.4 million 
(2002 — $1.1 million; 2001 — $0.8 million). 


Assets of the defined benefit employees’ pension (“Employees”) plan are comprised of pooled Canadian and US equity funds and 
pooled bond funds. As of the measurement date, the plan’s assets are allocated 65% to equity securities, 34% to fixed income 
securities, and 1% to cash and short-term investments. The Employees plan is relatively mature with more a substantial portion of 
the projected benefit obligation liability attributable to pensioners and there are no contributions being made to the plan. Since 
benefit payments are completely funded from plan assets and investment returns, the plan assets are managed to achieve a 
moderate degree of risk in terms of short-term variability of returns. The major categories of plan assets along with minimum, 


maximum and target allocations are presented below: 
Minimum Maximum Target 


Cashiand:. equivalents Hem: Gosek web actct oie Chek MmCR eRe (MAMI AR Meters chee) ne 4 0% 35% 5% 
Fixedisncomexsecunities Viera, SOs Feber MORCR A eet walebaae Balsa, & 25% 75% 35% 
Bpuity securities 9 <i. gs ncienat yeah career eee) stegth Wen tates ema ene cir eta | 25% 65% 60% 
Realestate: VORP eh Re ee A i ee ree ee ar 2d cee 0% 10% 0% 


Fixed income securities must meet quality constraints in the form of minimum investment ratings. Equity securities also have 
quality constraints in the form of maximum allocations to any one security and maximum exposure to any one industry group. The 
accumulated benefit obligation for the Employees plan is equal to the projected benefit obligation and no amount was included in 
accumulated other comprehensive income for this plan in 2003 or 2002. 
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AGNICO-EAGLE MINES LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


RECLAMATION PROVISION AND OTHER LIABILITIES (Continued) 


Assets for the executives’ retirement (“Executives”) plan consist of deposits on hand with regulatory authorities which are 


refundable when benefit payments are made or on the ultimate wind-up of the plan. 


The funded status of the Employees and the Executives plans for 2003 and 2002 are as follows: 


2003 2002 


Employees Executives Employees Executives 


Reconciliation of the market value of plan assets 


Hairivalueiof planrassets, beginning ofiyearen ri). trent ener tone $1,576 $ 200 $1,704 
Agnico-Eagle’s: contribution) a) sie ene ae een en renee ae ete a 56 — 
Actualiretimmionyplan’assetSaeyae. eee ie ieee ke teen eee 321 — (31) 
Benefitspayments 152/51 al isa Sere tes oe en ue ep gee ae (132) (28) (111) 
Effectiofiexchange:rate:chanvest..e-ws st-ecientp ee eet heen 367 47 14 
Eair.value.ofiplanvassets. end: of. yea Gastar ie eae ence er eee $2,132 $275 $1,576 
Reconciliation of projected benefit obligation 
Projected benefit obligation, beginning of year ................ $1,468 $ 4,081 $1,439 
SEFVICE! COSES! Fi cette sly ai ho eer aloes ete tee ME emetic nCe eC —- 263 — 
Interest COStS’s . 2S g) Sapien ah eal oa a ee en SD See eee ate 101 318 95 
Actuarialilosses ta fiat) 2 ae. Saale ie ate Sea ier ae es ae eatiatea ts 35 188 34 
Benefit payments 4s, acheive ts cates net oh eee ae eee ee (132) (28) (111) 
Plan: amendments 5204 webs cokes Git SE Ste a ce en eno ne (29) 92 —- 
Effect ofjexchangertateichanges seicieuaie eile inane nese een ee 325 979 11 
Projected benefit obligation; endiot yeatay- 41a eee eee $1,768 $ 5,893 $1,468 
Excess (deficiency) of plan assets over projected benefit obligation... . $ 364 $(5,618) $ 108 
Comprised of: 

Unamortizediitransition’asseti(liability)").02-)-1 ee eee $ 839 $(2,000) $ 823 

Wnamortizedmetexpenence Ossie ete ee (166) (599) (324) 

Accrued abilities 75 ce ceahs auae cto Oe ke oe ee At ee (308) (3,019) (391) 

$ 364 $(5,618) $ 108 

Discountsrate: (note) vs acnacwee ee een eA eo een a eee 6.50% 6.50% 6.50% 
Ratezof teturny ssc... cet ove ste as ee ye east see a eet pena) 7.50% n.a. 7.50% 
Rate of salary increase” on, creme fe eel cree eet ee OR eee cy on na. 3.0% n.a. 
Estimated average remaining service life for the (in years)......... 5 si) 8 
Notes: 


(i) Discount rates used for the Executives plan are after-tax rates. 
(ii) Estimated average remaining service life for the Executives plan was developed for individual senior officers. 
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AGNICO-EAGLE MINES LIMITED 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


6. SHAREHOLDERS’ EQUITY 


(a) 


(b) 


Common Shares 


2003 2002 2001 
Shares Amount Shares Amount Shares Amount 

Common shares issued, beginning of year...... 83,636,861 $441,363 67,722,853 $247,965 56,139,480 $158,252 
Shares issued under stock options (note 7(a)) .. . 229,100 1,636 1,927,500 14,580 426,100 2,100 
Shares issued under the Share Purchase Plan 

(ORCI) (D) Vice oeer sheath sensu een ie ntoh ce) oui caaattganselt> 217,855 2,605 138,747 2,061 209,826 1,783 
Shares issued under flow-through share private 

placements\(notes6(b)) ieee cere aes 255,768 3,813 40,161 641 200,000 2,513 
Shares issued by public offering, net of share issue 

COSTSH(HOTE/O(C)))! rst Len ty Sectors eeu ete — — 13,800,000 175,998 10,350,000 81,368 
Shares issued on the conversion of the Company’s 

SEMOHICONVETtible NOteSine.wantiee ea iees eae eee — _ 4,460 80 6,691 113 
Shares issued to acquire Mentor............ — —_ — — 369,348 1,719 
Shares issued for acquisitions (note 10) ....... 125,612 1,466 — — — — 
Shares issued under the Company’s dividend 

meinvestment plans c. Srietetete e+ 2 eens oe 4,608 59 3,140 38 21,408 117 
Common shares issued, end of year.......... 84,469,804 $450,945 83,636,861 $441,363 67,722,853 $247,965 
Weighted average number of shares outstanding. . 83,889,115 70,821,081 61,333,630 


The Company’s common shares are covered by a Shareholder Rights Plan whereby each shareholder, in the event of certain 
takeover bids or other change-in-control transactions involving the acquisition of 20% or more of Agnico-Eagle’s outstanding 
voting shares, has the right (“Rights”) to purchase from Agnico-Eagle for an exercise price of C$80.00 that number of shares of 
Agnico-Eagle having an aggregate market price equal to twice the exercise price. Until such time as a triggering bid for control 
occurs, the Rights trade together with the existing common shares and will expire on May 10, 2009. 


The Company has reserved for issuance 10,267,919 common shares in the event that the senior convertible debentures are 
converted into common shares and 6,900,000 common shares in the event that the warrants are exercised. 


In 2003 the Company declared dividends on its common shares of $0.03 per share (2002 — $0.03 per share; 2001 — $0.02 per 
share). Under the terms of the Company’s Facility, the Company’s dividend payments were restricted to an aggregate of 
$16.0 million per year. 


Flow-through share private placements 


In 2003, Agnico-Eagle issued 255,768 (2002 — 40,161; 2001 — 200,000) common shares under a flow-through share private 
placement for proceeds of $3.6 million (2002 — $0.6 million; 2001 — $2.5 million) net of share issue costs. Agnico-Eagle has 
agreed to use such proceeds for the purpose of incurring Canadian exploration expenditures in connection with its 2003 and 2004 
exploration activities. In 2003, the Company renounced to its investors C$5.3 million (2002 — C$1.0 million; 2001 — C$4.0million) 
of such expenses for income tax purposes. To comply with the flow-through share agreement, the Company must incur $3.5 million 
of exploration expenditures in 2004 related to the expenditures renounced in 2003. 


Public offering 


In 2002, Agnico-Eagle issued 13,800,000 units, each consisting of one common share and one-half warrant, at $13.90 per unit for 
net proceeds of $182.9 million, after deducting share issue costs of $9.1 million (no related income tax effect). Each whole warrant 
entitles the holder to purchase one common share at a price of $19.00, subject to certain adjustments summarized in the prospectus 
document. Warrants are exercisable at any time prior to November 14, 2007, after which the warrants will expire and be of no value. 
The Company will inform warrant holders, through a press release, of pending expiry at least 90 days prior to the expiry date. If all 
outstanding warrants were exercised, the Company would issue an additional 6,900,000 common shares. 


In 2001, Agnico-Eagle issued 10,350,000 common shares at C$10.75 per share for net proceeds of $76.2 million, after deducting 
share issue costs of $5.2 million (no related income tax effect). 
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6. SHAREHOLDERS’ EQUITY (Continued) 
(d) Net income (loss) per share 


For the purposes of calculating earnings per share, the Company uses net income (loss) after deducting interest charges on the 
Company’s 2012 convertible subordinated debentures. The 2012 convertible subordinated debentures issued in 2002 are presented, 
in their entirety, as an equity instrument and as such the interest is recorded as a direct charge to deficit. Below is a reconciliation 
of net income (loss) per financial statements to the net income (loss) used in computing net income (loss) per share. 


2003 2002 
Net loss per financialistatememts. 2.05095) 50) saree wstades © ws lercette s) = MEMEO Rely ote ot, orien ee eet nt $ (7,462) $13,197 
Less: Interest on 2012 convertible subordinated debentures charged directly to deficit............. (6,468) (7,846) 
Net income (loss) used in the computation of net income (loss) per share .................... $(13,930) $ 5,351 


The following table provides the weighted average number of common shares used in the calculation of basic and diluted earnings 


per share. 

2003 2002 2001 
Weighted average number of common shares outstanding — basic ............. 83,889,115 70,821,081 61,333,630 
Add? Dilutive impact of employee sstock Optonsiac sae ciara oieleieraieicr = aeeeenee — 810,182 — 
Weighted average number of common shares outstanding — diluted ............ 83,389,115 71,631,263 61,333,630 


In 2003, the employee stock options, convertible debentures and warrants were anti-dilutive and thus were not included in the 
calculation of diluted weighted average number of common shares outstanding. In 2002, the convertible debentures and warrants 
were anti-dilutive and thus were excluded from the calculation of diluted weighted average number of common shares outstanding. 
In 2001, the employee stock options and convertible debentures were anti-dilutive and thus were not included in the calculation of 
diluted weighted average number of common shares outstanding. 


(e) Maximum number of common shares 


The following table presents the maximum number of common shares that would be outstanding if all dilutive instruments 
outstanding at December 31, 2003 were exercised or converted: 


Commion;sharestoutstanding-ateDecmbers 2003 irae wecrsaeien ure way arctan ire weg ey rs colt ee cs ee 84,469,804 
Convertible debenturesi(based onidebenture holders option) 2 esas os alee) emma i een ee 10,267,919 
Employee: stock: options): (cy stc ape ave. eds oie ney apt eee Me Colne osc Surges, a) eet, “whey saldepoubislelyen wits dee enaa arora ome 2,845,150 
Warrants’ (Pic 2054 Ae ES 5 REE et See tee oe ah) ReaD Ne cate acre ok hem cat een Toe er ene Ree 6,900,000 

104,482,873 


7. STOCK BASED COMPENSATION 
(a) Employee Stock Option Plan (“ESOP”) 


The Company’s ESOP provides for the granting of options to directors, officers, employees and service providers to purchase 
common shares. Under this plan, options are granted at the fair market value of the underlying shares on the date of grant. The 
number of shares subject to option for any one person may not exceed 5% of the Company’s common shares issued and 
outstanding at the date of grant. 


Up to May 31, 2001, the number of common shares reserved for issuance under the ESOP was 6,000,000 and options granted under 
the ESOP had a maximum term of ten years. On April 24, 2001, the Compensation Committee of the Board of Directors adopted a 
policy pursuant to which options granted after that date shall have a maximum term of five years. On May 31, 2001, the 
shareholders approved a resolution to increase the number of common shares reserved for issuance under the ESOP by 2,000,000 
to 8,000,000. 
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7. STOCK BASED COMPENSATION (Continued) 


Of the 40,000 options granted under the ESOP in 2003, 37,000 options granted vest immediately and expire in the year 2008. The 
remaining options expire in 2008 and have a vesting period of three years, in which 33% or 1,000 vest immediately and are 
exercisable on the date of the grant, while the remaining 67% or 2,000 options are exercisable in equal installments, on each 
anniversary date of the grant, over a three-year term. Of the 1,358,500 options granted in 2002, 1,299,500 options granted vest 
immediately and expire in the year 2007. The remaining options vest over periods ranging from two to five years and expire 
between 2007 and 2012. Of the total options granted in 2001, 181,250 have a vesting period of four years, in which 20% or 36,250 
vest immediately and are exercisable on the date of the grant, while the remaining 80% or 145,000 options are exercisable in equal 
installments, on each anniversary date of the grant, over a four-year term. The remaining 10,000 options granted in 2001 were 
granted for a term of five years and are exercisable on the date of grant. 


The following summary sets out the activity with respect to Agnico-Eagle’s outstanding stock options: 


2003 2002 2001 
Weighted average Weighted average Weighted average 
Options exercise price Options exercise price Options exercise price 
Outstanding, beginning of 
VEAL eRe ter ehonty ee as 3,060,350 C$14.47 3,660,200 C$12.04 3,895,050 C$11.73 
Granted par atu ye 40,000 18.49 1,358,500 17.07 191,250 9.49 
EXELCISEG) FAI cele 2 >< (229,100) 10.23 (1,927,500) 11.82 (426,100) 8.31 
Cancelled ocr. (26,100) 16.01 (30,850) 12.06 — — 
Outstanding, end of year . 2,845,150 C$14.85 3,060,350 C$14.47 3,660,200 C$12.04 
Options exercisable at end 
HPV OAT oene fete tenet 2,697,950 2,682,500 3,049,300 


The weighted average grant-date fair value of options granted in 2003 was C$3.33. The following table summarizes information 
about Agnico-Eagle’s stock options outstanding at December 31, 2003: 


Options outstanding 


Weighted average Options exercisable 


Number remaining Weighted average Number Weighted average 
Range of exercise prices outstanding contractual life exercise price exercisable exercise price 
Ch6S52— C$930 way. eo: eaersoha fo debe 242,800 5.1 years C$ 8.12 236,500 C$ 8.09 
CS$10,20-— (C815 75a weeks yn ecw 801,200 5.9 years C$10.54 689,300 C$10.57 
GS 15193'— C$ 19 G4 gos, 6 ca nates 1,545,650 2.1 years C$16.85 1,543,650 C$16.85 
CS2172=— C$25160 Te eee 255,500 3.2 years C$22.66 228,500 C$22.75 
$655) — C$25:60 a es as hc 2,845,150 3.5 years C$14.85 2,697,950 C$14.98 


The Company has reserved for issuance 2,845,150 common shares in the event that these options are exercised. 


The number of un-optioned shares available for granting of options as at December 31, 2003, 2002 and 2001 was 759,910, 789,910, 
and 2,117,560, respectively. 


In 2003, the Company prospectively adopted the fair value recognition provisions of Section 3870. Prior to 2003, the fair value 
recognition provisions were not applied and this resulted in no compensation expense being recorded in Agnico-Eagle’s 
circumstances as all options granted had an exercise price equal to the market value of the underlying stock on the date of grant. 
The following table illustrates the effect on net income (loss) and net income (loss) per share for 2003, 2002 and 2001 as if the 
Company had applied the fair value recognition provisions of Section 3870 to account for all its stock option grants. The 2003 
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STOCK BASED COMPENSATION (Continued) 


(b 


wa 


pro-forma compensation expense includes option grants made prior to the adoption of fair value recognition provisions of 
Section 3870 which vest in the current year. 


2003 2002 2001 


Net income’ (loss)sfor the yeat,as reported =a a. ornare oe eee ee $(7,462) $13,197 $(7,655) 
Add: Stock-based employee compensation included in reported net income (loss) ......... 95 — — 
Deduct: Total stock-based employee compensation determined under fair value based method 

foralltawardsitn. OA Se) tS Ss eS PE ae ee. ee Sree (263) (2,621) (624) 
Proforma netincome: (Loss)eey ene out bade Oho eke cole ar ee ens Cen en ne eee $(7,630) $10,576  $(8,279) 
Net income (loss) per share: 

Basiczand: diluted:sas ‘reported tn As ee ae es ee eee een ogee ce $ (0.17) $ 0.07 $ (0.12) 

Basiciand ‘diluted, pro-forma™....— S100 sista eel ates te eR eae ee nee ea $ (0.17) $ 0.04 $ (0.13) 


Agnico-Eagle estimated the fair value of options under the Black-Scholes option-pricing model and the following weighted average 
assumptions: 


2003 2002 2001 


Risk ‘freetinterest:rates iow vey oe eae ete en ohn wie eee ae Cee sts eee tee aera 2.9% 2.6% 5.5% 
Expected lifevof options: (msyears) oe 5.4.5) 0) ae eee ie ent cee ete ne een eee 2.5 2.1 TS 
Expected volatility of Agnico-Eaple’s share price) saree e- e oeie anee 43.5% 36.9% 46.2% 
Expected! dividend) yield: «3; ./e.26 ode fees) Ee en eect sac et ee ieee ee 0.25% 0.19% 0.46% 


The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded options that have no vesting 
restrictions and are fully transferable. As the Company’s employee stock options have characteristics significantly different from 
those of traded options, and because changes in the subjective input assumptions, such as expected stock market price volatility, can 
materially affect the fair value estimate, in management’s opinion, the existing pricing models do not necessarily provide a reliable 
single measure of the fair value of its employee stock options. 


Incentive Share Purchase Plan 


On June 26, 1997, the shareholders approved an Incentive Share Purchase Plan (the “Purchase Plan”) to encourage directors, 
officers and employees (“Participants”) to purchase Agnico-Eagle’s common shares at market values. 


Under the Purchase Plan, eligible employees may contribute up to 10% of their basic annual salaries and directors may contribute 
up to 100% of their annual board and committee retainer fees For both employees and directors, Agnico-Eagle contributes an 
amount equal to 50% of each Participant’s contribution. 


In 2003, 217,855 common shares were issued under the Purchase Plan (2002 — 138,747; 2001 — 209,826) for proceeds of 
$2.6 million (2002 — $2.1 million; 2001 — $1.8 million). In June 2002, shareholders approved an increase in the maximum amount 
of shares reserved for issuance under the Purchase Plan to 2,500,000 from 1,000,000. Agnico-Eagle has reserved for issuance 
1,349,659 common shares (2002 — 1,567,514; 2001 — 206,261) under the Purchase Plan. 
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8. FUTURE INCOME AND MINING TAXES 


Income and mining tax expense (recovery) is made up of the following components: 
2003 2002 2001 


Current recovery 
RCGEIA INCOME: AXES er yr PMC arene oe eek eR re eel ee de ow Oa $ — $ — $ — 
PLOVINCIaMNCOMELAXCS x. Fer cca emer aie eee Te een eee ach eR Me Maule tetas loins Gee ce cet er citestew are a oF — — — 
PROVINCIA INU GULCS |: CRRA ee Cie! A haste © eitlots nie aoe titts eb iepe sc Sie a) een ss sale (2:53])inuen (e009) (2,201) 


(2,537) (2,779) (2,201) 


Future provision (recovery) 


Bed eralinCOMe: TAXES.» crs, Cicpem mse rev ss Ree tear LS ey OEE ees Senay wae ey week citeaheule se -- 943 (697) 
LOVIN ClAl INCOME RAKES acsxc Pgs Blob nse akony ele uareetl ol uick pabsboucy ay mee ap ches te ro yontebo bo. agserdtisntess — 357 (465) 
LOVING Al MINING GUEICS pracrsmeeeN ew reeves, Sek taceiis, aye tebe Sq MUN wl aute ects eye. b euohe ac: Sei ielie oh 1,414 2,418 2,603 


1,414 3,718 ~=«1,441 
$(1,123) $ 939 $ (760) 


Cash income and mining taxes recovered in 2003 was $0.6 million (2002 — $0.8 million; 2001 — $0.6 million). 


The income and mining tax expense (recovery) is different from the amount that would have been computed by applying the 
Canadian statutory income tax rate as a result of the following: 


2003 2002 2001 


GCombinedifederaland composite: proyincialitax, tatesi yo. te airtime indie itis eteer ec eo) ts (38.3)% 39.9%  (41.3)% 
Increase (decrease) in taxes resulting from: 

Provincial mining -duteS a ce - o atac er kent a Gay ieee pee ene rye dct es. cum tl 23.1 (2.4) 14.5 
REesOULCe aNOWANCES <5 tos ie caret Sorts ena © tL cL nem Chane ingle rie sacha: (20.3) (31.1) (27.0) 
INon-deductiblevexpensesifg..14 cana tem Mh thee cae esos ATER es anes See ale le 14.4 2.0 24.6 
Nontaxable portion oficapital gains nea: enol i) Rae e ted ne eee RRC nae ish « — (13.8) 

Temporary differences for which no benefit was recognized. .................0.004. 45.7 24.5 — 
Wnrecognized benetit of non-CapitallOSSES ay ay. fate ep Meenas een ee Meret ternary eer 54.7 (12.9) 19.3 
Effect of changes in, Canadiam income taxlegisiatlonty en miea susie areca eet ee, © (94.3) — — 
Actualitateas aypercentage, of pre-tax ancome/lOSS ar arac star) aie Semen Sia ue iceit- elke) 2) os (15.0)% 6.2% (9.9)% 


Agnico-Eagle and its subsidiaries have non-capital tax loss carryforwards of approximately C$55 million, which may be carried 
forward to reduce future years’ taxable income. These losses expire as follows: 


6111 alee pa eR Pre ire mm RNS Skee CrArNo tsb 5-8 3) aidl i ak S's Actin Lene ARCA ER ae C$ 8,188 
ROS Ere eet cies fete os OLS, tush. te! Gass os CHEMO SUSE OAC RRR Rn POR e ME RR RAR o Peon a Scans sivoncyanl eh 8) iS aiaduepts 17,487 
LTA ON ORC NIG, HP RAR ee a Pare a icanG ng Serbo RRS Jo) a2). Ghd cc 0. acerca hGG Gn GaSe. Nea IS Nea wee TC eo ea ae ee 6,084 
100 i: a re NA RS MPR CMOS. Aare cial: oh ec. 00) a. Sob to cdo dicho SUB TAD Wethsen GS SARORSRG Oe NON ic ae ROR Ee 46 
PAD Oo) Oe ar theo HERERO Cee OROER TARA cy AO ELA Oc @ 6 Sra GHA 6! Bem ah Os6 e. 6 ORE Ee GREMO cn esic Sin os Seeeaimemriate 8,733 
D0 TO iar cepted Neics, saabacplaaed sWikenay que aeontat pelican ee eae Bar pony Sh wists bi oLsdekes paca mnie Gites 14,883 

C$55,421 


Agnico-Eagle has approximately C$372 million of cumulative Canadian exploration and development expenses and $363 million of 
unamortized capital pools available indefinitely to reduce future years’ taxable income. 
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FUTURE INCOME AND MINING TAXES (Continued) 


As at December 31, 2003 and 2002, Agnico-Eagle’s future income and mining tax assets and liabilities are as follows: 
2003 2002 
Assets Liabilities Assets Liabilities 


Non-current: 
Income taxes: 


Plant and'equipments 3 2.3.4 <> Sins ed ie ok Ae eee $ 14,211 $ — SF S2 $  — 
Deferrediexpenditures35 ope oie 3 chtnouc) eid cen one cle rn eee 19,746 — 14,250 — 
Net operating and capital loss carry-forwards ................... 26,022 a 11,126 — 
Mining duties? so 20 els isa iaiea va een secs hy erie ad deme ees Diane 7,071 _ — — 
OEE re SEN Ne Ra et sree Mal statics ka eto aaa An Re 5,542 _— 4,480 2551 
Valuationtallowancestn: ce ceisic ericic or ie helene olin Satie eee amet ee (29,729) — (14,479) — 
TStalMnon-Curretitees cre wove hee ee 42,863 — 22,929 2931 
Mining duties: 
Plant and equipment’. 5 32. ad ats soe oats oha acts erie mame sia seers 440 18,987 360 6,791 
Deferred: expenditures y. 4 amiss oes kere keene ene eae 344 23,548 3,869 14,882 
Other oa cAieedon eta caaede, Se > Bere icaet bee acta ace rene — (1,233) — (385) 
Valuationiallowance Au Seis cmt cin, ees os eee een hc aun eaten nea ane (784) —_— (4,229) —_— 
Total non-Currentecke, cack oe aCROHC” 6. oto. Ors cob ters ch FER ee Oe Eee een eae —_ 41,302 — 21,288 
Non-current future income and mining tax assets and liabilities ......... $ 42,863 $41,302 $ 22,929 $23,819 


All of Agnico-Eagle’s future income tax assets and liabilities are denominated in local currency based on the jurisdiction in which 
the Company pays taxes and are translated into US dollars using the exchange rate in effect at the balance sheet dates. The 
increase in the gross amounts of the future tax assets and liabilities was impacted by the weaker US dollar in relation to the 
Canadian dollar throughout 2003. At December 31, 2002, asset and liability amounts were translated into US dollars at an 
exchange rate of $1.58 whereas at December 31, 2003, asset and liability amounts were translated at an exchange rate of $1.29. The 
additional increase in future tax assets and liabilities was due to increases in capital pools resulting from the LaRonde mine capital 
expenditures and the purchase of the Lapa and Bousquet properties. At January 1, 2003, the valuation allowance, a reserve against 
future income tax assets recorded in the accounts, was $14.5 million. In 2003, the valuation allowance increased by $15.3 million 
due to the impact of a weaker US dollar and the recognition of a full valuation allowance against current year losses. The change in 
mining duty tax assets and the respective valuation allowance against those assets decreased $3.4 million due to the Company no 
longer consolidating Sudbury. 


In 2003, tax legislation changes gave rise to additional future income tax assets. As provincial mining duties are now deductible in 
computing Canadian federal income tax payable, the Company has recorded an asset representing the future deductions that will 
be available at the federal level arising from the payment of provincial mining duties. As this mining duty future income tax asset is 
long-term in nature and does not have a set expiry date, the Company has not provided a valuation allowance against this future tax 
asset. 


FINANCIAL INSTRUMENTS 


Agnico-Eagle enters into financial instruments with a number of financial institutions in order to hedge underlying revenue and cost 
exposures arising from commodity prices, interest rates and foreign currency exchange rates. Financial instruments which subject 
Agnico-Eagle to market risk and concentration of credit risk consist primarily of cash and short-term investments and option contracts 
for currencies, interest rates and precious and base metals. Agnico-Eagle places its cash and short-term investments in high quality 
securities issued by government agencies, financial institutions and major corporations and limits the amount of credit exposure by 
diversifying its holdings. 


Agnico-Eagle’s Risk Management Policy attempts to mitigate the risks associated with fluctuating metals prices and foreign exchange 
rates. Agnico-Eagle uses over-the-counter put and call option metals and foreign exchange contracts to hedge its net revenues from 
mining operations and costs of production, respectively. These instruments are straight-forward contracts and involve little complexity. 
Agnico-Eagle is exposed to credit risk in the event of non-performance by counter-parties in connection with its currency and metal 
option contracts. Agnico-Eagle does not obtain any security to support financial instruments subject to credit risk, but mitigates the risk 


40 


AGNICO-EAGLE MINES LIMITED 
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(In thousands of United States dollars, unless otherwise indicated, CDN GAAP Basis) 
December 31, 2003 


FINANCIAL INSTRUMENTS (Continued) 

by dealing with a diverse group of creditworthy counter-parties and, accordingly, does not anticipate loss for non-performance. The 
Company continually monitors the market risk of its hedging activities. 

Gold put options 

Agnico-Eagle’s portfolio of put option contracts was entered into to establish a minimum price which the Company will receive from the 
sale of its gold production. The contracts expire monthly based on planned production volumes. 

Silver and base metal option contracts 

Agnico-Eagle’s silver and base metal derivatives portfolio was unwound during 2003 at a net cost of nil. 


As at December 31, 2003, Agnico-Eagle’s derivative financial instruments relating to metals consisted of the following: 


Expected Maturity 
2004 2005 2006 2007 


Gold 
Put options purchased 
AMOUNT Hea ped (OUNCES)! Ys. fie) «! sto)s atta ies 9 Glo cL sh eres Gee ee oe ee eee 136,644 190,020 152,340 131,280 
PAVETAGCHDTICE (S/OUDCE) ies LDS or dee morro rite ici ua ae hee uke, $260 $260 $260 $260 


Subsequent to year end, the Company entered into derivative contracts to eliminate the negative effects of price fluctuations on a 
portion of its 2004 copper production. The Company purchased put option contracts which hedge 2.9 million pounds of copper 
production in 2004 and establish a minimum price of $1.04 per pound. The maximum premium payable under these derivative contracts 
is $0.4 million. 


Foreign currency hedging program 


Agnico-Eagle generates almost all of its revenue in US dollars. The Company’s LaRonde Mine and Exploration Division both have 
Canadian dollar requirements for capital and operating expenditures. Agnico-Eagle entered into a series of put and call option 
contracts to hedge a monthly sum of Canadian dollar expenditures based on forecasted Canadian dollar requirements. 

At December 31, 2003, Agnico-Eagle’s consolidated foreign-currency hedging program consisted of the following: 


Expected Maturity 
2004 2005 2006 


US$ call options sold 


Amount: (thoUSands) | -...\51<:.2 ss sesies8s) 3) dors ote es eco sel ae Reh Renee eee ey een att $24,000 $12,000 $12,000 
WSS/GS$ .weightedlaverage exchange Tater jane «<1 olden acme menen Nene mew ee MMe tency ey eurretes a) str 1.6390 1.6050 1.6475 
US$ put options purchased 

Amount) (thousands) :)./:.5 oye sss. 3 Somali, Shenepl oe ORCC terse enn Giese Macias aiteuniiel ats ae $24,000 $12,000 $12,000 
WS8/C$: weighted! average exchange rates. «nt. oe cree ncmer ie ee Geiser iia 1.5900 1.5000 1.5600 
US$ put options sold 

Amounts thousands) <2 > =<: ters stelle reahe cue CASRN eR rend Ney oe ERTT3,0c x aio cre pete + — $12,000 — 
WS$/GS weighted average exchange Tate: i: ace ct ieee wee tee eee ey einai — 1.3700 — 


Subsequent to year end, the Company entered into forward contracts to hedge additional Canadian dollar expenditures forecasted for 
2004. These contracts hedge $10 million at a US$/C$ exchange rate of $1.35. These contracts were entered into at a cost of nil. 


At December 31, 2003, the aggregate unrealized loss of the net market value of Agnico-Eagle’s metals derivative position amounted to 
$6.8 million (2002 — nil). The Company’s unrealized gain on its foreign exchange hedge position at December 31, 2003 was 
$10.0 million (2002 — $(3.5) million). Since the Company uses only over-the-counter instruments, the fair value of individual hedging 
instruments is based on readily available market values. 
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FINANCIAL INSTRUMENTS (Continued) 


The following table shows the changes in the fair values of derivative instruments recorded in the financial statements. The fair values of 
recorded derivative related assets and liabilities reflect the netting of the fair values of individual derivative financial instruments. 
Foreign 
Metals Exchange 
2003 2002 2003 2002 


Fair value; be ommnimeeye ar tric, secre iar cir sey tens, tne Onto ie las fe, cise oi, ual, eee eae eek an anna (26) 4,633 (3,477) (4,312) 
lnstrumentsientereduntosorsettied 4. as aie ea ie Cae eee ee 1,861 (1,602) 2,807 (473) 
Changes: in fair value i.5. a. edie ecu) ae aye eee ve eee er cease eeeege ee (1,166) (3,057) 7,574 1,308 
Fair value, end. of ‘year’. juices feet Wash Rote 2 Bereta ae Re ce eae 669 (26) 6,904 (3,477) 


Agnico-Eagle’s exposure to interest rate risk at December 31, 2002 relates to its short-term investments of $106.6 million (2002 — 
$144.7 million). The Company’s short-term investments have a fixed weighted average interest rate of 0.90% (2002 — 2.29%) for a 
period of 17 days (2002 — 37 days). 


In addition, Agnico-Eagle has outstanding letters of credit amounting to C$11.8 million relating to the Executives Plan (2002 — 
C$11.8 million) for which fees vary up to 2.25% per annum. 


The fair values of Agnico-Eagle’s current financial assets and liabilities approximate their carrying values as at December 31, 2003. The 
fair value of Agnico-Eagle’s senior convertible debentures at December 31, 2003 is $152.4 million (2002 — $178.3 million). 


ACQUISITIONS 


In the third quarter of 2003, the Company purchased from Barrick Gold Corporation a 100% interest in Barrick’s Bousquet Property, 
immediately to the west and south of Agnico-Eagle’s 100% owned LaRonde Mine in northwestern Québec. Agnico-Eagle also acquired 
used machinery and equipment from the now closed Bousquet Mines including underground rolling stock and the headframe at 
Bousquet 2. In addition to the Bousquet Mine assets, Agnico-Eagle also purchased certain of Barrick’s regional exploration properties. 


The primary reason for the acquisition was to enhance the Company’s regional development. With this acquisition, the Company now 
controls 100% of over 14 miles of contiguous favourable geology along the prolific Cadillac-Bousquet Gold Belt which hosts the 
Company’s 100% owned LaRonde Mine. With this transaction, the Company also has the dominant land position on the Cadillac- 
Larder Lake Break immediately to the south which hosts the Company’s 100% owned Lapa property. 


The Company’s financial statements do not include pro-forma results of operations from this acquisition as there are currently no 
mining activities on any of the acquired properties. 


The following represents the purchase price allocation for the acquisition; 


Cashr fii his, Behe coma lousiy or Sader elie tel tah re een NS PERO ea enreaee Seetrs cis, caste cs ot RE ROS rE PORE OP $ 3,665 
125,612, Agnico-Eaple-shares)(valuediat.oll'6/, petismare)) mere emrms iets rare ani era sites yin cite trae tear eater eee 1,466 
Tramsactiom)'COStS opens ee Gs ses s/o) cigs, semen Taine ee ace ees eee) sepsis FE SIGS: Sites Percy et Pes). cue ama ot hc cre ere ane 225 
$ 5,356 
Allocation of purchase price 
Buildings*and) property 4.6 Wee es meh Be ee SAS RNG Ue a ae HEIN IRE CN RES SIR LI eS eT $ 843 
Production equipment > 2% e258) 05/2 © aR oe, CPN NA re ee ee ner, Oe 1,499 
Heéead-frame. and! related infrastructures Syek arco eee eee errata Pt RRUARTS, aint NSU op cm Nae, (ere rg cto ae Wen 3,463 
Mining propertiesinnnr Soyer ee es lee: a oO. SL TD ee 5,813 
Liabiliti€sassuiiied %.\. RR PRI Ns TS Se ee Se (6,262) 
$ 5,356 


Also in 2003, the Company purchased a 100% interest in the Lapa property from Breakwater Resources Inc. for $9.1 million (including 
$0.2 million of transaction costs). The entire purchase price has been classified as mining properties. Under the terms of the agreement, 
the Company will have to pay contingent consideration of $1 million if the published Inferred Mineral Resource on the property reaches 
2,000,000 ounces of gold. This payment would reduce any future royalties payable should the property reach commercial production. 
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